———— - aA 
—— 





COTTON EXPORT SUBSIDY PROGRAM 


HEARING 


BEFORE THE MAIN 


SUBCOMMITTEE ON COTTON *°"%" °°" 


COMMITTEE ON AGRICULTURE 
HOUSE OF REPRESENTATIVES 
EIGHTY-SIXTH CONGRESS 
SECOND SESSION 


MARCH 8, 1960 


Printed for the use of the Committee on Agriculture 


Serial PP 


os 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1960 








COMMITTEE ON AGRICULTURE 


HAROLD D. COOLEY, North Carolina, Chairman 
W. R. POAGE, Texas, Vice Chairman 





GEORGE M. GRANT, Alabama 

E. C. GATHINGS, Arkansas 

JOHN L. McMILLAN, South Carolina 
THOMAS G. ABERNETHY, Mississippi 
CARL ALBERT, Oklahoma 

WATKINS M. ABBITT, Virginia 
CLARK W. THOMPSON, Texas 

PAUL C. JONES, Missouri 

HARLAN HAGEN, California 

LESTER R. JOHNSON, Wisconsin 
ROSS BASS, Tennessee 

W. PAT JENNINGS, Virginia 

D. R. (BILLY) MATTHEWS, Florida 
GEORGE S. McGOVERN, South Dakota 
MERWIN COAD, Iowa 

J. FLOYD BREEDING, Kansas 
FRANK A. STUBBLEFIELD, Kentucky 
HAROLD B. McSWEEN, Louisiana 
EARL HOGAN, Indiana 

ROBERT W. LEVERING, Ohio 


Mrs. CHRISTINE 8S. 


CHARLES B. HOEVEN, Iowa 
PAUL B. DAGUE, Pennsylvania 
PAGE BELCHER, Oklahoma 
CLIFFORD G. McINTIRE, Maine 
HENRY ALDOUS DIXON, Utah 
WINT SMITH, Kansas 

CHARLES M. TEAGUE, California 
ALBERT H. QUIE, Minnesota 
DON L. SHORT, North Dakota 
CATHERINE MAY, Was ington 
ALEXANDER PIRNIE, New York 
DELBERT L. LATTA, Ohio 


RESIDENT COMMISSIONER 


A. FERNOS-ISERN, Puerto Rico 


GALLAGHER, Clerk 


HypvE H. Murray, Assistant Clerk 
JOHN J. HEIMRURGER, Counsel 
Francis M. LeMay, Consultant 





SUBCOMMITTEE ON COTTON 


E. C. GATAINGS, 


W. R. POAGE, Texas 

THOMAS G. ABERNETHY, M'ss‘ssippi 
HARLAN HAGEN, California 

GEORGE M. GRANT, Alabama 


II 


Arkans.s, Chairman 
PAGE B! LCHER, Oklahoma 


CHARLES M. TEAGUE, “alifornia 
ALEXANDER PIRNIE, New York 


o£POS 
HED ST. 


Addi 


cp BY THE 


ITE 
péPOS F AMERICA 


ED STATES O 


CONTENTS 





Statement of : : 4 j 
Baker, John O, Charlotte, N.C., representing the Atlantic Cotton Page 


Association _ - . ‘ io ae oe I oat 7 
| Renson, John P., Fresno, Calif., cottongrower _- tiara {xouemerarte ea 45 
Biggs, Frank P., New Orleans, La - _. hike ion 57 
Boykin, E. H., Memphis, Tenn., representing the Tennessee Agri- 
cultural Council 23 
Cohelan, Hon. Jeffery, a Represe ntative in C fongress from the Seventh 
Congressional Disirict of the State of California. ati 20 
Francis, James S., Sr., cottongrower, Phoenix, Ariz., member, 
Arizona Cotton Growers Association - ; 52 
Heidel' erg, Fritz M., executive vice president, North Carolina 
Cotton Promotion Association ___- 22 
Hirsch, Eric D., Memphis, Tenn., representing the Southern Cotton 
Association ‘ ee 27 
May, Donald J., of the American Cotton Manufacturers Institute, 
Inc — “x3 44 
Mayank, David, Charleston, S.C., president, Charleston Cotton 
Exchange 43 
Miller, Hon. George P., a Representative in Congress from the 
Fighth Congressional District of the State of California 17 
Miller, Rudolph, El Centro, Calif__- 53 
Rhodes, F. Marion, director, Cotton Division, Commodity Stabiliza- 
tion Service, U.S. Department of Agriculture___.- 58 
Rivers, Ilon. L. Mendel, a Representative in Congress from the First 
Congressional District of the State of South Carolina 21 
Sa'in, A. Kirby, Jr., representing Western Cotton Shippers, Fresno 
Cotton Exchange, and the Arizona Cotton Traders’ Association _ _ 54 
Saund, Hon. D. S., a Representative in Congress from the 29th 
Congressional District of the State of California l 
Shelley, Hon. John F., a Representative in Congress from the 28th 
Congressional District of the State of California. 17 
Sisk, Hon. B. F., a Representative in ——— ess from the 12th District 
of the State of California... --- ae ee es > 6 
West, Sidney, Jr., Me phis, Tenn., cotton merchant. 33 
Wilson, Hon. Bo’, a Representative in Congress from the 30th Con- 
gressional District of the State of California____- 20 
Additional data su' mitted to the subcommittee hy— 
Cooley, Hon Harold TD.: 
Clark Bowling & Candler, Montgomery, Ala., telegram of 
March 4, 960 c a 52 
Geo. H. MeFadden & Bro., Ine., New York, N.Y., telegram of 
March 7, 1960-__- ; ; 52 
Gulf Ports Association, Inc., Mobile, Ala., letter of March 23, 
1960 . : a ‘adn 50 
Harrelson, William 1I.., commissioner of agriculture, Columbia, 
S.C., telegram of Fe’ ruary 26, 1960____--- 51 
Oklahoma State Cotton Exchange, Oklahoma ‘City, Okla., tele- 
gram of March 7, 1960 se pains 51 
Port of ee Beach, Charles 1. Vickers, general manager, Long 
Beach, Calif., telegram of M: arch 4, 1960 52 
ns of San Diego and Lindergh Field Air Terminals, San Diego, 
Calif., letter of March 8, 1960___ : S 50 
U.S. Borax & Chemical Corp., Los Angeles, Calif., telegram of 
March 7, 1960 7 . 51 
Weil Bros. Cotton, Inc., Montgomery, Ala., telegram of March 4, 
1960 achalasia ean nag Sl ake tae ae A aad ee : 52 





IV CONTENTS 


Additional data submitted to the subcommittee by—Continued 
Gathings, Hon. E. C.: , 
Agricultural Council of Arkansas, West Memphis, Ark., letter of 
March 2, 1960 
Boggs, Hon. Hale, Member of Congress, letter of March 8, 1960 
Chamber of Commerce of the New Orleans Area, New Orleans 
La., telegram of March 4, 1960 , 
Hosmer, Hon. Craig; Member of Congress, letter to Hon. E, C. 
Gathings, of March 7, 1960_ 
New Orleans Board of Trade, Ltd., New Orleans, La., telegram 
of March 4, 1960 
New Orleans Traffic & Transportation Bureau, New Orleans, La. 
telegram of March 7, 1960 : 
Port of New Orleans, Board of Commissioners, New Orleans, La. 
telegram of March 7, 1960- a a , 
Hagen, Hon. Harlan: 
California Farm Bureau Federation, Cotton Department, Bakers- 
field, Calif., telegram of March 4, 1960 ; 
Central Valley Empire Association, Fresno, Calif., telegram of 
March 8, 1960 ; : 
Oakland International Airport, Calif., telegram of March 4, 1960 
Pacific American Steamship Association, San Francisco, Calif., 
telegram of March 5, 1960_ woe , 
Southwest Five States Cotton Association, Fresno, Calif., tele- 
gram of March 7, 1960 : 
Saund, Hon. D.8.: Names appended to telegrams received __ - 
Shelley, Hon. John F.: 
Northern California Ports & Terminals Bureau, Ine., San Fran- 
cisco, Calif., telegram of March 4, 1960 B 
San Francisco Port Authority, San Francisco, Calif., telegram of 
March 7, 1960__- 
Telegram to Central Valley Empire Association, Fresno, Calif., 
of March 8, 1960 
Telegram to Western Cotton Growers Association, Fresno, Calif., 
of March 7, 1960 ; ; : 
Western Cotton Growers Association of California, Fresno, Calif., 
telegram of March 7, 1960 : 
Sisk, Hon. B. F.: 
California Association of Port Authorities, San Francisco, Calif., 
telegram of March 4, 1960 ; 
Fresno Cotton Exchange, Fresno, Calif, telegram of March 5, 
LL ) _———aa . Senate tl 2 : 
Geo. H. McFadden & Bros., Inc., Fresno, Calif., telegram of 
March 2, 1960_ Se a 
San Joaquin Cotton Oil Co., Los Angeles, Calif., telegram of 
March 4, 1960__--- ; 2 : 
Western Cotton Growers Association of California, Fresno, Calif., 
telegram of March 7, 1960 
Thompson, Hon. Clark W.: 
Galveston Compress & Warehouse Association, Galveston, Tex., 
letter of March 4, 1960 
Galveston Cotton Exchange and Board of Trade, Galveston, 
Tex., letter of March 5, 1960 
Galveston Maritime Association, Inc., Galveston, Tex., letter of 
March 5, 1960 
Galveston Wharves, L. B. Berndt, Galveston, Tex., telegram of 
March 4, 1960 
Goedecke, Otto, Fresno, Calif., telegram of March 5, 1960 
H. Kemper Cotton Co., Galveston, Tex., letter of March 3, 1960 
Lubbock Cotton Exchange, George W. Loveless, president, 
Lubbock, Tex., telegram of March 8, 1960 
Moody Compress & Warehouse Co., Inc., Galveston, Tex., 
William H. Smith, president, letter of March 4, 1960 
Texas Cotton Association, L. T. Murray, Waco, Tex., telegram of 
March 7, 1960 u 





Page 
50 
47 
48 
49 


418 


48 


60) 


OU / 


ov) 





Ad 





ov 


HU 


6) 





CONTENTS 


,dditional data submitted to the subcommittee by—Continued 


West, Sidney, Jr.: 
Additional data for House Agriculture hearings_--- SI as ete 
Article from Cotton Trade Journal, March 11, 1960, by Seton 

Ross - - - pee ips eeieas eae i hastutos, of detec a 
Comparison of spot market quotations (USDA January 1960 
averages): 
Southeast spot markets versus Fresno__............-.---- 
Southwestern spot markets versus Fresno. - 
Central belt spot markets versus Fresno 
Letter of March 16, 1960, to Hon. E. C. Gathings 


Page 
39 


40 


34 
35 
36 
38 


— 2S — & fe — YS KY cm Sh G2 me 


0 
( 
( 

I 


ao 


$' 
I 
Cc 
a 
I 








COTTON EXPORT SUBSIDY PROGRAM 


TUESDAY, MARCH 8, 1960 


House or REPRESENTATIVES, 
ComMMopiITy SUBCOMMITTEE ON CoTTON 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met at 2 p.m., pursuant to notice, in room 1310, 
New House Office Building, Hon. E. C. Gathings (chairman of the 
subcommittee) presiding. 

Present : Representatives Gathings, Cooley, Poage, Abernethy, 
Hagen, Teague of California, and Pirnie. 

Also present : Representatives Jones of Missouri, Johnson of Wis- 
consin, McMillan, Thompson, Wilson, Rivers, Saund, Shelley, Miller, 
and Cohelan. 

Hyde H. Murray, assistant clerk; John Heimburger, counsel; 
Francis Le May, consultant. 

Mr. Garutnes. The subcommittee will come to order. 

We hope that we can proceed as rapidly as possible, in view of the 
fact that we have a very busy schedule this afternoon on the floor 
of the House and various meetings are being held at the same time. 

Before we start on this list of witnesses, we would like to hear from 
Congressman Saund of California. Will you present your statement 
at this time, please ? 


STATEMENT OF HON. D. S. SAUND, A REPRESENTATIVE IN CON- 
GRESS FROM THE 29TH CONGRESSIONAL DISTRICT OF THE STATE 
OF CALIFORNIA . 


Mr. Saunp. Mr. Chairman, I sincerely appreciate the opportunity 
to appear before you and your colleagues today to state my vigorous 
opposition to the proposal to lower the export subsidy on ‘cotton 
shipped from west coast ports to possibly 6 cents a pound while the 
export subsidy on cotton shipped from east coast ports remains at 
8 cents a pound. 

The three desert agricultural valleys of my congressional district 
in California- -Imperial, Coachella, and Palo Verde—have become 
great cotton-producing areas. In the past 2 days I have received 
scores of telegrams from cottongrowers in these verdant valleys, ex- 
pressing their deep c oncern about this proposal. 

Such a proposal discriminates against growers in California and 
other Western States. It would affect the i income of growers, proc- 
cessors, shippers, and the Pacific coast ports. It would disr upt export 
cotton markets which western cotton interests have built up over 
many years. 





COTTON EXPORT SUBSIDY PROGRAM 





Already, Atlantic coast growers are enjoying an advantage over the 
growers in the West through the so-called freight differential, They 
enjoy a Government support price that is 180 points higher than the 
support price on cotton grown in the West. This makes it possible 


for Atlantic coast growers to get higher prices for their cotton at 


the mills on the Atlantic coast and in European markets than do 
California growers. 

It appears that, in making this proposal, certain Atlantic coast 
interests are suggesting that the California export subsidy be cut 
while they keep their advantage of being closer to the Eastern United 
States and European mills. At the same time, they want to take from 
us in the West the small advantage which we have by being closer to 
the Far Eastern markets. 

Mr. Chairman, as representative of hundreds of cottongrowers in 
my district, I wish to express my strong opposition to this proposal, 
which would injure the entire western cotton industry and the west 
coast ports. 

Mr. Gatuines. Thank you very much. 

Mr. Saunp. May I ask permission to put the names attached to 
these telegrams into the record at this point ? 

Mr. Garutnes. The names appended to the telegrams, without ob- 
jection, will go into the record. 

(The names follow:) 


John P. Benson, president, Western Cotton Grower's Association of California, 
Rudolph Miller, secretary, Imperial County Grower's Association, El Centro, 
Calif.; D. W. Frost, executive director, port of Oakland; California Association 
of Port Authorities, Aaron H. Glickman, executive secretary ; Claude M. Finnell, 
secretary, board of trade; Dessert Seed Co., Inc.; John Arthur Reynolds, secre- 
tary, Southwest Five States Cotton Association, Fresno; Si Cary, chairman, 
Imperial County Board of Supervisors; John Baretta, Calipatria, Calif.; Mike 
Maraccini, Calipatria, Calif; Andrew Andreotti, 1404 Ross Avenue, El Centro, 
Calif.; Donald and Emily Wolgaman, W. M. Corn, Calipatria, Calif.; James §. 
House, Seeley, Calif.; Harold Struges, general manager, Holtville Cotton Prod- 
ucts, Holtville, Calif.; Dick Bramer, Brawley. Calif.; Richard L. Kaderly, pres- 
ident, Orange Belt Optometric Society, San Francisco area; World Trade Asso- 
ciation; San Francisco Chamber of Commerce; T. K. Beard, president, Central 
Valley Empire Association, Post Office Box 368, Fresno, Calif.; Elmer House, 
Seeley, Calif.; Paul Haskel, Seeley, Calif., C. T. Dearborn, Calipatria, Calif., 
Glenn Haskell, Seeley, Calif., Louis Wiley, Brawley, Calif., Neil Fifield, Brawley, 
Calif., Ken Reynolds, Calipatrio, Calif., Harry Smith, Brawley, Calif., James C. 
Simons, Brawley, Calif., R. C. Brown, Brawley, Calif.. J. H. Benson, Brawley, 
Calif., Williams & Quick, a Calif., C. W. Sanders, Brawley, Calif., 
John Volker, Brawley, Calif., Jack era Calipatria, Calif., Allen Griffin, Braw- 
ley, Calif., Joe Anderholt, Hoitville, Calif., North End Farmer's, Calipatria, 
Calif., Cal-Tenn Farming Co., Calipatria, Calif., Russell Bros. Ranches, Cali- 
patria, Calif.. W. E. Young, Calipatria, Calif.. Ray Jameson, Brawley, Calif, 
Harvey Hastain, Brawley, Calif., Mike M. Cline, EL Centro, Calif., Paul Elijah, 
Brawley, Calif., Louis Struikman, Calipatria, Calif., Stafford Hannon, Brawley, 
Calif., Vie Wuytens, Brawley, Calif., and C. Ben Jones, chairman, agricultural 
committee, El Centro Chamber of Commerce. 


Mr. Trompson. I have a number of communications here, some of 
which are in the form of letters, and I should like to ask unanimous 
consent that they be placed in the record at this point. 

Mr. Garuines. Without objection, that will be done. 

(The letters and telegrams are as follows:) 
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FRESNO, CALir., March 5, 1960. 
Hon. CLarK W. THOMPSON, 
House of Representatives, 
Washington, D.:: 

Understand southeastern interests still pushing adjustment cotton export sub- 
sidy. Consider their request unreasonable and dangerous as may lead to de- 
mands by western producers to equalize all support levels on cotton thereby 
jeopardizing entire price support program. Appreciate you giving this your 
serious consideration. 

Regards, 
OrtTo GOEDECKE. 





GALVESTON, TEx., March 4, 1960. 
Hon. Congressman CLARK W. THOMPSON, 
House of Representatives, 
Washington, D.C.: 

Gulf ports in session today. Wired Congressman Cooley, chairman, House 
Agriculture Committee, as follows: Gulf Ports Association in session today. 
Opposed the principle of variable subsidy rate on cotton. 

L. B. BERNDT, 
Assistant to General Manager, Galveston Wharves. 


Luspock, Tex., March 8, 1960. 


CHAIRMAN, HousE AGRICULTURE COTTON SUBCOMMITTEE, 
House Office Building, Washington, D.C.: 

The board of directors of the Lubbock Cotton Exchange in a meeting today 
voted vigorous opposition to a variable subsidy as proposed by the Atlantic Cot- 
ton Association. Presently cotton in Southeastern States has a 100-point and 
more advantage in sale and delivery to domestic mills, most of which are con- 
centrated in that area, and we in more distant points have not asked for any 
equalization of this difference. Under present regulations the subsidy program 
has worked very successfully and resulted in near-record sales for export. We 
would like to see a continuation of the present fair and equitable fixed rate. 
We join with southwestern and western interests in opposing any change. 


GEORGE W. LOVELESS, 
President, Lubbock Cotton Exchange. 





Waco, Trex., March 7, 1960. 
Hon. W. R. Poace, 
House Office Building, Washington, D.C.: 

We vigorously oppose variable export subsidies for cotton. Such a device 
would be uneconomic and would impose serious financial losses on the farmers. 
It would disrupt orderly marketing both for export and domestic consumption, 
and it would not help dispose of our burdensome cotton surpluses. Please make 
our position known to House Agriculture Subcommittee at March 8 hearing and 
actively oppose this wholly unnecessary and impractical scheme. 

L. T. MURRAY, 
Texas Cotton Association. 


H. KeEMPNER CoTToNn Co., 
Galweston, Tew., March 3, 1960. 
Hon. CLARK W. THOMPSON, 
House Office Building, 
Washington, D.C. 


DEAR CLARK: My understanding is that there will be a hearing on Tuesday be- 
fore the Cotton Subcommittee of the Cotton Department Committee regarding 
two phases of the 1960-61 program, on both of which I would like to express my 
views. 

I, RECLASS 


(a) The classing of cotton is not an exact science; it is an art. 

(b) Many, if not most, bales of cotton will change their color over a period 
of time; the length of time and the degree of change depending on many tech- 
nical factors. 


53046—60——_2 
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(c) Cotton procedures all over the world give buyers of American cotton the 
right to view the classification of cotton furnished him and to seek appropriate 
remedies provided in his specific purchase contract if he does not agree that the 
cotton delivered him is up to the description furnished by the seller, 

The above are all facts which are not subject to any real dispute. Why then 
should the U.S. Government be the sole cotton merchant who is relieved of the 
responsibility for the quality of the cotton delivered to the buyers? Surely the 
fact that the U.S. Government is acting as the largest cotton merchant in the 
world is the last reason why it should wish to impose such arbitrary rules on 
the buyers. 

It is not only a matter of equity that every buyer should have the right to re- 
ceive 100 cents worth for cotton for every dolar he pays, but it is in the long- 
range interest of the Government itself. After all, they want to get rid of this 
cotton which is eating up the taxpayers’ money in storage and when they impose 
unpalatable terms, they will clearly interfere with the quickest and most adq- 
vantageous sale of these stocks. 

I understand that the Department of Agriculture has recognized the validity 
of arguments along these lines and is ready to allow reclass on cotton bought 
after August 1 but that there is one Member of Congress who considers this an 
improper procedure. I hope that such an individual aberration will not be al- 
lowed to interfere with the issuance of a reclass provision, which is just, proper, 
and overdue. 

Il. EXPORT SUBSIDY 


It is urgent in the extreme that the Department of Agriculture issue promptly 
regulations for the export subsidy for 1960-61 season, especially should they 
announce at the earliest possible moment the amount of this subsidy. 

Opportunities to sell American cotton for shipment after August 1 are present 
now and sales are being interfered with because no one knows what the sub- 
sidy will be. Certainly some of this business will be filled by competitive growths 
unless a prompt announcement is made. 

It is my understanding that the Department is ready to make such an an- 
nouncement but has withhheld it pending an effort of certain eastern seaboard 
interests to obtain a fluctuating subsidy so that the export subsidy on cotton at 
eastern ports would be higher than those of the gulf ports, and the subsidy from 
Pacific ports would be still lower than those from the gulf. 

There is no possible justification for such a complex system. Even the natural 
desire of eastern ports to get a larger share of export business should be tem- 
pered by the knowledge that an effort to eliminate distances and remake the 
economic map of the country by fiat sets an authoritarian precedent which 
should be avoided in a country devoted to the principles of free enterprises. 

There is no question that a difference of say one-half of a cent in the subsidy 
between gulf and eastern ports will divert from our area cotton which historically 
moves through gulf concentration points. Facilities have been built at these 
areas, organizations set up to handle the cotton, all the complex machinery of 
the cotton trade is geared to this system. The revolutionary provision sought 
by the eastern seaboard would bring all sort of chaos to the industry and render 
even more difficult the Government’s efforts to maintain American cotton in its 
rightful place in the markets of the world. 

The rejection of any such proposal is a matter of great importance, not only 
to those who will be immediately hurt by the diversion of cottom from its natural 
channels, but also to all who have at heart the interest of the American cotton 
farmers and the distribution of his product throughout the world. 

I hope, therefore, this matter can be settled and. settled quickly so that the 
logical methods of distribution can be maintained and that a prompt announce- 
ment can be made of the details of next season’s subsidy without further detri- 
mental delay. 

With personal regards, I remain, 

Sincerely yours, 


HARRIS KEMPNER. 
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Moopy Compress & WAREHOUSE Co., INC., 
Galweston, Tex., March 4, 1960. 
Hon. CLARK W. THOMPSON, 
House of Representatives, 
Washington, D.C. 

DeaR CLARK: Reference is made to the proposal to be discussed at a public 
nearing of the House Agriculture Committee on Tuesday, March 8, 1960. It is 
my understanding from my discussion with you that this is a proposal made by 
representatives of cotton interests in the Southeast to have the Department of 
Agriculture institute a graduated scale of export subsidies on cotton, the high- 
est such subsidy being on cotton shipped through Atlantic ports, a lower one 
on cotton shipped through gulf ports and the lowest on cotton shipped through 
Pacific ports. 

It is also my understanding that the reason being given for this suggestion is 
that because of the loan differentials that exist such a subsidy is necessary in 
order for export cotton to be competitive. The answer to this ridiculous reason- 
ing is, of course, to eliminate all loan differentials. As you and I well know, the 
pulk of the cotton being sold is being sold by the CCC on competitive bids and 
such differentials have little effect on the prices paid. 

It is now possible, and to a certain extent it is being done, to ship cotton from 
El Paso, for instance, to Charlotte, N.C., and place it in the loan at a price 
higher enough that the loan in El Paso to more than offset the cost of shipping 
the cotton. You can readily see, that, if in addition to this situation it were 
possible to get a higher export subsidy on such cotton, there would be quite an 
incentive to move cotton which normally would move through Galveston to the 
Southeast. 

Although I am sure that you will naturally oppose this move, I urge you to 
exert every effort to get it killed permanently, for such a program would very 
definitely hurt the port of Galveston. 

With best personal regards. 

Sincerely, 
Wo. H. Smiru, President. 


GALVESTON ComMprESS & WAREHOUSE ASSOCIATION, 
Galveston, Tex., March 4, 1960. 
Hon. CLARK W. THOMPSON, 
House Office Building, 
Washington, D.C. 

Dear CLARK: The members of this association wish to go on record as vigor- 
ously Opposing the proposal by certain interests in the Southeast to have the 
Department of Agriculture establish a graduated scale of export subsidies on 
cotton. Such proposal if adopted would very definitely discriminate against the 
port of Galveston and is completely unwarranted. a 

We urge you to continue your strenuous opposition to the proposal which we 
understand is to be heard before the House Agriculture Committee on Tuesday, 
March 8, 1960. 

Historically Galveston has always been the principal cotton port of the country. 
The adoption of the proposal under question could very well cause the diversion 
of cotton from Texas to Atlantic ports. 

With best personal regards, 

Sincerely, 
Wo. H. Samira, President. 


GALVESTON MARITIME ASSOCIATION, INC., 
Galveston, Tex., March 5, 1960. 
Hon. CLAarK W. THOMPSON, 
House Office Building, Washington, D.C. 

Dear Sir: It is our understanding that certain Atlantic coast interests have 
prevailed upon the Department of Agriculture to delay announcement of an 
export subsidy for cotton pending such time that they endeavor to have estab- 
lished subsidy rates based on geographical locations. 
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We are writing you to ask you to use every effort to combat such a move for 
it is our sincere opinion that such a scale of rates would have the effect of 
drawing cotton from the regular and normal channels of movement to the detri. 
ment of this and other Texas ports. 

As you know the port of Galveston and the interests here have spent much 
money in providing most modern facilities for handling cotton and with those 
facilities have personnel whose experience in handling cotton is second to none. 
This should not be wasted. 

Yours very truly, 
E. W. ARLEDGE, President. 


GALVESTON CoTTON ExCHANGE AND Boarp or TRapg, 
Galveston, Texv., March 5, 1960. 
Hon. CLARK W. THOMPSON, 
House Office Building, Washington, D.C. 
Dear Sir: I am writing to give you information on behalf of our members on 
two subjects which we understand will be considered by a Subcommittee of the 
House Agricultural Committee on March 8, 1960. 


RECLASS 


Our members feel strongly that the Government should permit reclassification 
of their sales to cotton merchants when those merchants feel that they did not 
receive the grade and/or staple they purchased. 

To err is human, especially in classing cotton, and I am told the Board of 
Cotton examiners acknowledge this by allowing a certain tolerance in the clags- 
ing of cotton by their classers, hence it is only right and just that a buyer of 
Commodity cotton should have the privilege of asking for reclassification. I am 
sure that the Government wishes to correctly deliver what it sells. 


EXPORT SUBSIDY 


We have been advised that the Department of Agriculture has withheld 
announcement of the subsidy rate for cotton for the next cotton season beginning 
August 1, 1960, because of efforts of certain Atlantic coast interests to have the 
Department establish differential subsidies based on geographical locations. It 
is our opinion that such a procedure would bring chaos to the cotton industry 
and also would work to the detriment of the cotton farmers. 

Speaking for the port of Galveston and its interests, we have spent much 
time and money in establishing most modern facilities for the handling of 
export cotton, consequently we think it would be rank discrimination to our port 
to have the Government make subsidy rates that would cause cotton to move 
other than in normal and legitimate channels of commerce. 

We trust you will use every effort to see that such a system as proposed will 
not be adopted. 

Yours sincerely, 
G. H. Brown, Secretary. 


Mr. Gatruines. Our next witness is Mr. Sisk, of California. 


STATEMENT OF HON. B. F. SISK, A REPRESENTATIVE IN CONGRESS 
FROM THE 12TH DISTRICT OF THE STATE OF CALIFORNIA 


Mr. Sisk. Mr. Chairman, we in the West are greatly concerned about 
the proposal to lower Federal payments to exporters of western-grown 
cotton. We think this will have a serious disruptive effect on orderly 
marketing of American cotton abroad and would introduce an unjusti- 
fied and unneeded discrimination and inequality into our farm 
programs. 

I want to call to your attention that, once this principle is established 
it could be extended in fields and in ways farmers and shippers in the 
South, West and other areas might not relish. If we discriminate 
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between Atlantic and Pacific exports, what is to prevent adjustment of 
subsidies, say on cotton shipped out of New Orleans, to a higher or 
lower figure than that on cotton shipped out of Galveston or Savannah, 

I strongly feel that what we most need are programs and policies 
in which the entire cotton industry, Southeast, gulf, and West can 
pull together for the benefit of the entire industry, rather than divisive 
proposals. We need to develop additional markets, rather than fight 
for existing ones. We need common goals and a national objective 
rather than sectional viewpoints. We need research, promotion and 
advertising to recapture markets lost to synthetics and competing 
products. . 

My people are gravely concerned over this proposal. They have 
so indicated in numerous telegrams to me in recent days from the 
leaders of our major groups concerned with growing shipping and 
trading in cotton. 

I request that their views, as expressed in these telegrams, be made a 
part of your record and I earnestly request that they be given the 
careful consideration of the members of the subcommittee in relation 
to this proposal. I am confident that my friends and colleagues on 
this committee are not going to endorse an unfair and inequitable 
proposal. 3) 

Mr. Garuines. Thank you so much, Mr. Sisk. 

We will have to take a recess at this time to answer a call to the floor 
of the House. 

(A brief recess was taken.) 

Mr. GaruinGs. Our next witness is Mr. John O. Baker of Charlotte, 
N.C., of the Atlantic Cotton Association. 

Weshall be glad to hear you now, Mr. Baker. 


STATEMENT OF JOHN 0. BAKER, CHARLOTTE, N.C., REPRESENTING 
THE ATLANTIC COTTON ASSOCIATION 


Mr. Baker. Mr. Chairman and members of the committee, my name 
is John O. Baker, of Charlotte, N.C., and I am here representing the 
Atlantic Cotton Association, a trade association comprised of firms 
engaged in the marketing of cotton in foreign and domestic commerce, 
domiciled in the Southeastern States of Alabama, Georgia, North 
Carolina, South Carolina, Virginia, and Florida. 


SUBJECT : ADJUSTMENT OF COTTON EXPORT SUBSIDY SO THAT COTTON MAY 
BE EXPORTED OUT OF ALL PORTS ON A COMPETITIVE BASIS 


The Atlantic Cotton Association has for some years endeavored 
to get the U.S. Department of Agriculture to adjust export subsidy 
payments on cotton so as to place all cotton producing areas, through 
their local ports, on the same competitive basis; and, make cotton 
produced in all areas available for export. 

There seems to be a fallacy existing in the U.S. Department of 
Agriculture that cottton preduced in the Southeast should be con- 
sumed only by domestic cotton mills. However, in past Government 
cotton support programs, a casual observation will show that large 
quantities of cotton going into the lean in the Southeast was not pur- 
chased or consumed by domestic mills in the years of production; to 
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the contrary, Commodity Credit Corporation has had to take title to 
hundreds of thousands of bales of cotton on July 31 of each year which 
the producer-borrower had been unable to redeem from the loan at a 
profit above the loan value. As illustration of the 1958 cotton going 
in Government loan, the following is the record as to the Southeast: 


[Bales of cotton] 


As of July 17, 1959 





Loans F ee 
: | Outstanding 
Repayments | and in CCC 

stocks 
North Carolina_- 161, 344 | 9, 495 151,849 
South Carolina 120, 077 1, 034 119, 043 
Georgia. 287, 645 1, 028 286, 617 
Alabama 276, 926 2, 770 274, 156 
Total... 845, 992 14, 327 831, 665 


And, 1958 was a soil bank year when so many acres went out of 
production and into the soil bank. 

Cotton produced in the Southeast of the 1956 and 1957 crops going 
into the loan and subsequently taken over by the Commodity Credit 
Corporation glaringly emphasizes the erroneous position that all cot- 
ton produced in the Southeast is all consumed by southeastern cotton 
mills in the year it is produced. 

If the cotton export subsidy had been equalized, as we are sug- 
gesting, a substantial amount of the above cotton could have been 
sold by the cotton farmer at a profit above the loan and exported out 
of South Atlantic ports. The southeastern cotton farmer—due to 
nonequalization of cotton export subsidy—is deprived of an export 
outlet for his cotton. 

There is definitely an inequity in the exportation of cotton from 
different ports in the United States. It is our objective to prove 
and point out that certain sections of the cotton growing States 
suffer from such an inequity and offer a remedy that would remove 
this inequitable type of operation. 

We wish to show you the figures that substantiate the differences 
that exist in the present equal subsidy at all ports. 

West coast to South Atlantic and gulf ports to Europe and Japan 
(all cost based on Middling 1 inch—Resale B program, price in cents 
per pound ). 


( tor ent rp 

Price Plus ocean | Less subsidy Landed 

freight prices 
Los Angeles to Europe 30. 44 1.70 8.00 24.14 
Houston to Europe 31.22 1. 45 8.00 24. 67 
New Orleans to Europe 31. 46 1.45 ® O) 24. 91 
Charleston to Europe $2. 24 1.45 8.00 25, 69 
Los Angeles to Japan dite ad 30. 44 1.71 &. 00 24.15 
Houston to Japan___.......-.-. 31, 22 2.00 &. 00 25, 22 
New Orleans to Japan 31.4 2.00 8. 00 25, 46 
Charleston to Japan__. 32. 24 2.00 &. 00 26, 24 
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Comparison of landed cost at foreign ports, above, reveals cheaper 
landed prices in favor of west coast cotton, as follows: 

















aE Points Price per bale of cotton 
TO EUROPE | == 
Houston above Los Ange ‘les bein 53 | $2.65 less from west coast. 
New Orleans above Los Angeles ; 77 $3.85 less from west coast. 
Charleston above Los Angeies 155 $7.75 less from west coast. 
| 
TO JAPAN 
Houston above Los Angeles ada sdf 107 | $5.35 less from west coast. 
New Orleans above Los Angeles 131 | $6.55 less from west coast. 
Charleston above Los Angeles. 209 | $10.45 less from west coast. 
ae 


Using California ports as a base for the rate of export subsidy, the 
above differentials would equalize all areas of the Cotton Belt. 

The directive of Congress for the first year of the export program 
resulted 1 in equal export pr ice at. all ports ‘for the year of 1955. It is 
specious re: soning to claim that equi ality of opportunity to export will 
now require doing away with varying support prices (location differ- 
entials) under the domestic support programs. This is not true, nor 
will it have effect on the sale of California cotton. This crop has been. 
in greater demand for export and domestic consumption during the 
past 5 years than any other areas of the Cotton Belt. 

Much has been said in recent years about the transfer of acreage to 
the West; much h: as been made of the fact that this transfer was 100 
percent because of the high efficiency of the West compared to the 
supposedly low efficiency of the small-farm units of the Southeast. 
Was this actually the only cause, or has a significant consideration of 
the shift been that the Southeast production dwindles because the 
southeastern farmer has a support which is also, more or less, his ceil- 
ing, as he has only one market, whereas the Far West is favored by 
competitive bidding of multiple outlets ¢ 

The USDA in implementing export subsidies for other agricultural] 
commodities has provided for relatively equal export opportunity from 
all producing areas. The initial cotton ex ‘port program in 1955 was 
based upon the same conception: Why can’t we return to a program 
which discriminates against no producing area? The Far West will 
probably vigorously oppose this suggestion on the basis that producers 
in the East receive more favorable — prices for their cotton. 

Solely by way of illustration, let us agree that their loan and pur- 
chase programs should be raised to equal that which is enjoyed in 
the East and, further, that this is equitable if the present equal sub- 
sidy at all ports is to be continued. 

In all fairness, we are compelled to call your attention to the effects 
of such a change—the Southeast would by geographical relationship 
have a material advant: ige to domestic mills ‘and equal opportunity to 
export. Conversely speaking, the Far West, while having equal op- 
portunity to export, will be limited in making domestic sales. This 
will reverse the inequity now complained of and we are sure wi'l be 
as unacceptable to the Far West as the current flat export. subsidy 
is to the Southeast. 

I would like to go into a little history of price supports as they have 
to do with this hearing. 
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Loans from 1933 to 1939-40 were based on a flat rate regardless of 
origin of production. Under those programs, cotton production west 
of the Alabama- Mississippi State line could go principally to export, 
Cotton piled up in warehouses in that area ‘So in the 1939-40 cotton 
year the USDA inaugurated location diffe rentials based on the freight 

rate to the Carolina concentrated mill area. This equalized the 
Central, West, and Far West competitively pricewise with the cotton 
production in the Southeast. 

Due to rigid export subsidy, presently 8 cents per pound, south- 

sastern cotton is at a disadvant: age in exporting cotton similar to 
the disadvantage of cotton production west of the Southeast prior to 
freight differentials. 

Now, what we are asking your committee is to change the export 
subsidy- -payment program by a variable subsidy which would permit 
cotton to be exported— competitively pricewise—from all U.S. ports, 

A comparison of prices paid for (¢ nae, Arizona cotton versus 
prices paid for Southeast, Central Belt, or Texas cotton (as quoted by 
USDA) is proof positive that the flat export subsidy creates an ab- 
normal demand for western cotton. Being equal in price at domestic 
mill door and having a price advantage to the foreign mill (f.o.b. 
steamer) plus competitive bidding for ‘foreign and domestic use ad- 

vances the price paid the western ‘farmer far beyond the Government 
support pr ice. 

In the Southeast (and to a lesser extent in the Central Belt) the re- 
verse is true. The farmer in the Southeast, with no we market, 
finds himself a captive of the domestic market with the Government 
support program his only alternative to accepting the prices offered. 
The continuous tightening of acreage, price, and/or supports com- 
pounds this condition, and makes the loss of export markets a matter 
of increasing concern not only to the producer but also to the ports 
and the entire southeastern economy. 

An equal opportunity for all producers to have an export market 
leaving the domestic program intact will restore the original intent of 
the export subsidy and be eminently fair to all concerned. 

The facts laid before you are self-evident. They determine the 
future of the cotton industry in the southeastern and all traditional 
producing sections of this « ‘ountr Vy: 

We urgently request your favorable consideration and that the 
US. Department of Agriculture be requested by your committee to 
effectuate variable ig subsidy for the 1960 61 cotton season. 

Mr. Garuines. Mr. Baker, in your judgment how long do you think 
that it would require the U.S. Department of Agric sulture to set up a 
system of variable export subsidy that would meet the recommenda- 
tions as you have presented them here? How long do you think that 
it would take them to do that ? 

Mr. Baker. If they were to take the present loan differentials from 
the average location—and I do not see why they could not do it 
immediately. 

Mr. Garurtnes. Do you say that they could put it into effect. im- 
mediately, you think ¢ 

Mr. Baker. I think within 2 weeks. 

Mr. Garurnes. The understanding was at the time that this meeting 
was called, that they would not make an announcement until such 
time as this meeting had been had. 
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Mr. Baxer. Yes, sir. 

Mr. Garurnes. Do you think that it could be done immediately, 
that it could be put into effect at once? 

Mr. Baxer. You said a week; yes, sir, within a week, I should say. 

Mr. Cootry. Mr. Baker, who in the cotton industry supports this 
proposition that you have submitted to the committee ? 

Mr. Baxer. The Atlantic Cotton Association of which I am a 
member, the North Carolina Cotton Promotion Association which is 
composed of the Grange of North Carolina, also composed of the 
North Carolina Farm Bureaus, the South Carolina Farm Bureau. I 
think you have a letter from the secretary of agriculture of South 
Carolina, and various other organizations which I believe wired you, I 
think, such as the Delta Council, which has wired to you to the effect 
that they are in favor of this—that was sent either to you or to a 
member of the subcommittee. 

Mr. Coorry. I understand that there is some question about. the 
accuracy of the last telegram that you mentioned from the Delta Coun- 
cil. When you first proposed this to me, when you came in, it did 
actually appeal to me, but I am just wondering if those people from 
North Carolina realized that there is a differential between the price 
supports on the east coast from the west coast. 

Mr. Baker. Yes, sir. 

Mr. Cootey. And in view of what you propose to do it would ne- 
cessitate a complete change in the whole price-support setup, as the 
Secretary advises us, so as to make all cotton competitive. If that 
is to be done it would be a rather radical departure and change. I 
am advised by people in whom I have confidence that it would ad- 
versely affect the cotton price, and that it would lower the price of 
North Carolina cotton about $4 per bale at this particular time. 

I know that this is an election year [laughter]. I have a lot of 
little farmers. I see a very distinguished man here from North Caro- 
lina who is on the cotton promotion committee that you referred to. 

But if it will in fact cost our farmers $4 per bale to place us in a 
position, I think it is a radical change. I think it is something that 
will have to be studied by experts. I do not think it could be done 
in a week—I doubt if it could be done in a month. We have those 
from the Department here who are experts. And we have other ex- 
perts available to the committee. 

I do not question your motives. At first I said it appealed to me, 
but as I have studied it, I doubt very much the wisdom of making 
this change in the arrangements as suggested. 

Mr. Baxer. Mr. Cooley, the suggestion I made in this brief was, 
ina fact, if you will refer to page 4, the second paragraph, if the 
Far West feels that they are being treated on an inequitable basis 
and their supports are raised to the level of North Carolina, it will 
take $9 to move their cotton into the Carolinas, and it will give the 
farmers of North Carolina the market of the domestic mills which 
have not been taking the cotton from the farmer. 

And in all of the legislation which has passed, as I recall—I only 
have the record of one—I do not know when these differentials were 
established on the basis of average location—I know that there was 
no protest. I know that in the 1949 act, by voice voting, not a single 
dissenting vote was made as to the differential. 


53046—60——_3 
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I believe when they established their markets in the Far West they 
took into their consideration the freight differentials to the mill door 
However, in a fact, that is normal. 

The subsidy, as you know, is set by the Government. And I fee] 
that the Government in setting the subsidy in this manner has de- 
prived the southern farmer of another market. 

Mr. Coorey. I have no doubt that your statement is accurate, that 
& bale of cotton from the Imperial Valley of California can be shipped 
and delivered to Liverpool, England, cheaper than you can send a 
bale of Georgia cotton from the port of Atlanta, or you can send 
Texas or South Carolina cotton. That is something that I want to 
know more about. That does not sound right. There must be some 
reason for it, and I hope that we can explore that this afternoon before 
the subcommittee, and that the subcommittee can be advised about 
that. Are you in a position to advise why this is true? 

Mr. Baker. I think that my brief expresses the reasoning why it is 
true. The main reason is this—the main cause in effect of not applying 
to the loan rates in the Carolinas, it being higher, is that it costs 
$2 a bale more for a boat to go from California to Manchester 

. ° » ’ 9 
England, than it costs from the southern ports. The loan differen- 
tials heing what they are, it gives them an average price advanta 
of, roughly, 75 cents a bale. That goes back to the fact that they say, 
“Give us a market. We are taking the lower loan rate,” which I ex- 
pressed a minute ago, “and we are giving you a high one—we should 
have the advantage of the export market.” 

All right, give them the same loan rate that we have got and let 
us have an advantage of one market, the domestic market. 

Mr. Cootry. What you mean then is that you are proposing to 
increase the subsidy so as to equalize the price support programs on 
the east coast / 

Mr. Baker. No, sir. I propose to decrease it. 

Mr. Cootey. When you decrease the subsidy—— 

Mr. Baker. The subsidy I am speaking of. 

Mr. Coortry. When you decrease the subsidy you decrease it on the 
east coast / 

Mr. Baxer. No, sir; I am taking the loan differential for them into 
consideration in decreasing the subsidy. 

Mr. Cootry. You have to decrease it on the east coast or to decrease 
it on the west coast. 

Mr. Baker. No, sir. 

Mr. Cootry. You have 8 cents that you are working with, do you 
not ‘ 

Mr. Baker. That is right. 

Mr. Cootey. With the 8-cent subsidy you say that the east coast is 
at a disadvantage / 

Mr. Baker. That is right, sir. 

Mr. Cootey. How are you going to equalize it unless you increase 
the subsidy on the west coast or decrease on the east coast ? 

Mr. Baker. No, sir: you reverse it. It has to be decreased on the 
west coast, because as you notice on page 2, they can offer the cotton 
more competitively to the European markets because of the loan rate. 

Mr. Cootry. You decrease 
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Mr. Baker. On the west coast. ; 

Mr. Cooter. The price supports on the west coast ! 

Mr. Baxer. That is right, sir—no, the subsidy. 

Mr, Cooter. I mean the export subsidy on the west coast ? 

Mr. Baker. Yes, sir. 

Mr. Cootey. And you say by doing that you can make the west. coast 
srowers happy, Mr. Shelley and Mr. Hagen and all of them, and we 
would equalize t he supports ¢ 

Mr. Baker. Mr. Cooley, I am not—— 

Mr. Cootey. Do you think of any other way to do it? I know that 
they are not going to consent to doing that. 

Mr. Baker. I know they are not happy. 

Mr. Cootry. Can you figure out any way in the price support 
program whereby it can be done—do you know of any way? 

Mr. Baker. I think that you have a situation that when you bring 
inthe subsidy, Mr. Cooley, that causes the inequality of the east cotton 
moving to the Kuropean ports. : : 

So far as the price support situation is concerned, we ask this—the 
reason we ask for the subsidy—they say that if we give them the 
equality they want an increased price support. All right, this puts us 
in the position where we are $9 rail freight cheaper to the domestic 
mills for their consumption than that from California. Therefore, 
everything is all right. They have got the exports. We have got the 
domestic market. 

Mr. Cootry. I do not believe that it would be that simple. As a 
matter of real equity you would have to make an adjustment at every 
port city. 

Mr. Baker. Yes. 

Mr. CooLry. Then you could not do that in a week’s time or any 
shorter period of time. 

Mr. Baker. You could, by taking the loan differential. 

Mr. Cootry. If you take the loan differential, then you will have 
cotton supported at a different level at every different city. 

Mr. Baker. Yes, sir; every different port. 

Mr. Cootey. All right, that is all. : 

Mr. Baker. Mr. Cooley, please, sir, which would be equal, in other 
words, it would be the same at Charleston as at New Orleans, as it 
would be at Houston, and as it would be at Galveston, and as it would 
beat San Francisco, 

Mr. Poacr. Can you give it to me in simple language just what 
would happen to the exports to Japan? IT live in a part of the country 
where we export cotton. 

Mr. Baker. Yes. 

Mr. Poacr. And the Japanese market is quite important to us. 

Will you figure out in cents what your plan will mean as to cotton 
moving out of the Houston area to Japan 4 

Mr. Baker. Mr. Poage, the illustration I made on page 3—and I 
do not mean to appear to be facetious or to be a prophet—is the answer, 
although I do not say that it is the absolute answer. 

My answer to what you are really asking is to establish a pivot at 
the gulf port, spreading the differential to the West and to the East 
which would be the equalization point which would definitely be on a 
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Middling 1-inch basis at every port at the same price at which eve 
body would be competitive. That would be the nearest thing. 

Mr. Poacr. You would give us a higher subsidy ¢ 

Mr. BAKER. No, sir—yes, yours would be the higher subsidy. 

Mr. Poace. I am sure that both North ¢ ‘arolina and California—— 

Mr. Baker. I mean, not in proportion to your location differentia] of 
the cotton. 

Mr. Poacr. As between Los Angeles and Houston, we have got 
about the same proportion as to higher freight rates from Houston to 
Japan as compared to Los Angeles. Of course, the freight rates are 
the same from Houston and on the east coast, I realize, but our freight 

rate is considerably higher to Japan than it is from (¢ ‘alifornia, is it 
not ? 

Mr. Baker. No, sir. It is not considerably higher—$1.50 higher, 

Mr. Poacr. None of these ocean freight rates are high, when you 
compare them with the domestic rates, I realize that. We are at 107 
points, as I read it. 

Mr. Baker. You are 29 points higher. 

Mr. Poace. How much? 

Mr. Baker. Twenty-nine points higher than Los Angeles. 

Mr. Poace. I was looking at page 3 of your statement. 

Mr. Baxer. It is on page 2. That gives you the ocean freight 
rates. : 

Mr. Poace. It is 71 against what ? 

Mr. Baker. Against $1.45. 

Mr. Poage. I do not quite understand this. We are dealing with 
Japan right now ? 

Mr. Baker. Yes. 

Mr. Poacr. Out of Houston ¢ 

Mr. Baxer. Yes, sir. 

Mr. Poace. We are shipping to them 4 

Mr. Baker. Yes. 

Mr. Poacr. These shipments are in competition with California 





cotton ? 

Mr. Baker. Yes. 

Mr. Poace. How does it sell in competition with them ? 

Mr. Baker. The quality of the cotton going out of ‘your area to 
Japan is not. the same staplewise as that going out of California. 

Mr. Poace. California has got the sales, has it not ? 

Mr. Baker. "Yes. 

Mr. Poace. Then we are not competitive with California ? 

Mr. Baker. No, sir. 

Mr. Poace. How will you make us competitive / 

Mr. Baker. I think that we can show you how you can be competi- 
tive. Wecan make you competitive. 

Mr. Poage. Does this proposal do it ? 

Mr. Baxer. Yes, sir. 

Mr. Poagr. Does it make use ompetitive or aggravate our situation! 

Mr. Baxer. It makes it competitive. 

Mr. Poacer. It seems to me that if you start in California and lower 
their subsidy you make us less competitive. 
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Mr. Baxer. No, sir. If you lower the subsidy, Mr. Poage, that re- 
duces the amount of money that they can get from the Government 
applied to the price of their cotton. 

Mr. Poacr, That is right. 

Mr. Baxer. But if your subsidy is 725 points, $7.25, and theirs is 
$6.60, there is a different rate there, because they have got to quote 
their price at the difference of 65 points higher because of their sub- 
sidy being that much lower. 

Mr. Poace. In relation to the Japanese market, how can that be / 

Mr. Baker. If they will give us a fair share of the European mar- 
ket we are not asking for the Japanese market to any extent. 

Mr. Poace. I do not believe that you have explained it so that J 
can understand it.. I just want to see just what would happen to 
these people who are in the middle. I represent those who are in 
the middle. ‘The west coast has a natural advantage in shipping to 
Japan. The east coast is closer to Europe than we are. And yet 
we have to export every bit of our cotton, but we do not have any 
advantage ¢ 

Mr. Baker. Yes, sir, you do. 

Mr. Poacr. Sure, we use two or three hundred thousand bales out 
of 7 million bales of cotton in our local mills. We have to ship 
cotton, and know it. 

I have not been opposing the plan. I am just saying that I want 
to know what it will do for those people who are in the middle. 

I think that you have to give a fairer explanation than you have 
yet. 
~ Mr. Garuines. Thank you so much, Mr. Baker. 

Mr. Baker. Thank you. 

Mr. Garnines. Congressman Sisk left some telegrams here that 
he would like to have inserted in the record. 

(The telegrams referred to are as follows :) 

FRESNO, CALIF., March 7, 1960. 
B. F. SIsk, 
Congressman, 12th District, California, 
Washington, D.C.: 

Please help prevent a gross discrimination against one of the largest agri- 
cultural crops in the Western States and against discrimination toward Pacific 
coast ports by opposing the program of certain Atlantic coast interests to lower 
the export subsidy on western cotton. Certain interests on the Atlantic coast 
are proposing that for their cotton the present export subsidy of 8 cents per 
pound be maintained, or even increased, and that the export subsidy on western 
cotton be dropped as much as 2 cents below theirs. This would disrupt cotton 
markets which western cotton has built up over many years in the export field. 
It would affect the income of growers, processors, shippers, and Pacific coast 
ports. You could be most helpful by expressing your opposition to the creation 
of this discriminatory export subsidy differential to Marvin McLain, Assistant 
Secretary of Agriculture, and at the hearing to be held Tuesday afternoon, 
March 8, at 2 p.m. in the House Agricultural Committee room. 

I believe that action as suggested by certain Atlantic interests, if taken, 
would not only grossly discriminate against the growing and shipping interests 
on the western coast, but would further complicate the agricultural problem by 
causing an increased misunderstanding of the farm problem through the con- 
ae which it would cause both in the cotton trade and in the minds of the 
public. 


JOHN P. BENSON, 
President, Western Cotton Growers Association of California. 
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Hon. B. F. Sisk, 
House Office Building, 
Washington, D.C.: 


FRESNO, CALIF., March 5, 1960 


The attempt by southeastern cotton interests to further increase their natura} 


advantage, being located 


in the mill area, by adjustment of export subsidy is 


opposed unanimously by the board of directors of the Fresno Cotton Exchange 
who represent the cotton interests of California. If such demand could be 
justified then whole system location discounts under cotton support program 


should be reviewed. 


W. L. Munpay, Jr., 
President, Fresno Cotton Hachange. 


San FRANcIscO, CALir., March 4, 1966. 


Congressman B. F. Sisk, 


House Office Building, 
Washington, D.C.: 


Cotton Subcommittee of House Committee on Agriculture will hold hearing 
Tuesday, March 8, on attempt of southeastern interests to secure cotton export 
subsidy differential when exported through gulf and South Atlantic ports. We 
oppose geographical subsidy differentials as prejudicial to west coast growers, 


shippers, and ports and 
opposition at forthcoming 


Congressman B. F. Sisk, 
Washington, D.C.: 


our members respectfully urge your support of our 
hearing. 


CALIFORNIA ASSOCIATION OF PORT AUTHORITIES, 
AARON H. GLICKMAN, Executive Secretary, 


Los ANGELES, CALIF., March 4, 1960. 


We ask that you vigorously oppose a reduction in the cotton export subsidy 
that adversely affects western farmers which is proposed by southeastern cotton 


people. This proposa 


is capricious and discriminatory to western cotton 


farmers, shippers, and ports. 


Hon. B. F. S1sx, 


SAN JOAQUIN CoTTON OIL Co., 
Division of Anderson-Clayton & Co. 


FRESNO, CALIF., Varch 2, 1960. 


House Office Building, Washington, D.C.: 


We have been informed 
has called for hearing on 


that Chairman Cooley of House Agriculture Committee 
Tuesday, March 8, on a proposed so-called equalization 


of export subsidy. The present 8-cent subsidy paid by CCC to encourage the 
liquidation of our surplus cotton abroad has materially improved our position in 


foreign cotton markets. 


This subsidy is uniform throughout the cotton sections 


of this country and should not be changed. California cotton has some advantage 
over Eastern cotton in our Far Eastern markets. astern cotton has a com- 
parable advantage in Western European markets. Further, it is our opinion 


that the Cotton Section 


of USDA understands the problem of liquidating our 


cotton abroad much better than the proponents of this scheme and should be 


permitted to continue to 
stocks. We believe that 


establish the rules for the liquidation of our surplus 
any unequal subsidy program will materially affect the 


welfare of the California cotton farmer. Our California cotton has gained an 
ever-increasing acceptance in foreign markets and we should not permit any 
eastern faction to penalize our cotton producers by discriminatory rules affecting 


our exports. 


R. M. BLANKENBECKLER, 
Vice President, Geo. H. McFadden & Bros., Inc. 


jo 
CO 


in 
he 
w 


al 


ec 


~~ ~~ /— FF tO 








Iral 
y is 
hge 


‘am 


ing 
Ort 
We 


bur 


idy 
ton 
ton 


tee 
ion 
the 
| in 
ons 
age 
om- 
ion 
our 


lus 
the 

an 
any 
ing 





COTTON EXPORT SUBSIDY PROGRAM 17 
Mr. Garuines. We will next hear from Mr. Miller of California. 


STATEMENT OF HON. GEORGE P. MILLER, A REPRESENTATIVE IN 
CONGRESS FROM THE EIGHTH CONGRESSIONAL DISTRICT OF 
THE STATE OF CALIFORNIA 


Mr. Micier. Mr. Chairman, I wanted to be here with Mr, Sisk and 
join him in the statement that he made. Unfortunately, I was in a 
committee meeting. 

Mr. Sisk filed a number of telegrams with your committee protest- 
ing the proposed lowering of Federal payments to the exporter. I 
have received the same telegrams, and rather than burden the record 
with them, I shall not turn them in. 

I am particularly concerned with the effect that this proposed leg- 
islation is going to have upon the merchant marine on the west coast 
and the ports there. 

Our economy can only be balanced if we consider all facets of the 
economy. 

No cotton is grown in my district, but a great deal of it passes 
through my district; that is, seabound cotton. Anything that is going 
to destroy the balance of trade, anything that is going to destroy the 
operation of that process is going to adversely affect the shipping on 
the west coast and throughout the United States. 

And any stimulation which looks to me as purely an artificial 
stimulus will reflect itself adversely in the economy of the country. 

This is not based upon anything except solid economic grounds. 

[ want to be on record as protesting this. 

Mr. Garuines. Thank you very much. 

We will next hear from Mr. Shelley of California. 


STATEMENT OF HON. JOHN F. SHELLEY, A REPRESENTATIVE IN 
CONGRESS FROM THE 28TH CONGRESSIONAL DISTRICT OF THE 
STATE OF CALIFORNIA 


Mr, Suettey. Mr. Chairman and gentlemen, as I understand it, 
the question before this committee is whether or not to reduce the 
export subsidy on western cotton without making a similar uniform 
reduction in the cotton subsidy for other areas. Such a proposal 
would discriminate against movements of export cotton through Cali- 
fornia ports, thus causing great harm to our shipping industry and 
those employed in the export business in our port areas. 

The present uniform cotton subsidy has fain in effect. for the past 


year, and figures show that 2 years ago approximately 2.5 million 
bales of southeastern cotton moved in the export trade, whereas over 
6 million bales will move this year. These figures indicate that the 
uniform subsidy must have helped rather than hurt southeastern cot- 
ton movements. Uniform subsidies permit competition in natural 
markets and prevent discrimination against any producer based on 
geographic location. 
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In addition to economic loss to the port areas which would result 
if this proposal is adopted, the cotton farmer himself would greatly 
suffer because he must sell his cotton crop each year, and if the soutly 
eastern proponents are successful in bringing about a 2-cent discrim- 
ination against western cotton, the cotton farmer will suffer a loss of 
$10 per bale. 

Southeast States and Texas produce between 12 and 14 million 
bales of cotton per year, in contrast to the approximately 2.75 mil- 
lion bales produced in California and Arizona. Yet those who rep- 
resent 8) percent of ie cotton-producing area apparently are trying 
to grab all of the market through this discriminatory proposal. 

Another facet of this proposal which affects our port areas is that 
the cotton exporter must know the price of his cotton before he can 
make sales. And if this problem is going to be hanging in air for ¢ any 
period of time, it will demoralize the exporters and prevent them 
from effectively competing with other cotton-producing nations, 

I strongly urge this committee to take no action on the request 
of the Southeast cotton people, as it can only lead to a disruption of 

markets and is basically a proposal which will result in unjust dis- 
crimination against growers, exporters, shippers, carriers in the West, 
and their employ ees. 

Thank you very much. 

I should like to seek permission to sumbit copies of telegrams that 
I have received for the record. 

Mr. Garurnes. Without objection, they will be made a part of the 
record at this point. 

(The telegrams referred to follow :) 

MARCH 7, 1960. 
Mr. JoHN P. BENSON, 


President, Western Cotton Growers Association, 
Fresno, Calif: 

Reurtel on shipment of western cotton Pacific coast ports. Have today 
talked with Congressman Harlan Hagen of California who is on House Com- 
mittee on Agriculture and who has been fighting this proposal in committee 
for some weeks. He advises me that matter will probably not come up tomor- 
row as proponents of idea are now indicating weakness. I am preparing state- 
ment to present to committee and to the Department of Agriculture in sup 
port of Western States position and against the proposed change. Will coop- 
ate in every way. 

Congressman JoHN F. SHELLEY. 


Marcu 8, 1960. 
T. K. BEARD, 
President, Central Valley Empire Association, 
Fresno, Calif.: 

Reurtel on shipment of western cotton Pacific coast ports. Have talked with 
Congressman Harlan Hagen, of California, who is on House Committee on Agri- 
culture and who has been fighting this proposal in committee for some weeks. 
He advises me that matter will probably not come up this afternoon as proponents 
of idea are now indicating weakness. I am preparing statement to present to 
committee and to the Department of Agriculture in support of Western States 
position and against the proposed change. Will cooperate in every way. 

Congressman JOHN F. SHELLEY. 
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San FRANCISCO, CALiF., March 7, 1960. 
Hon. JoHN F. SHELLEY, 
Congressman, New House Office Building, 
Washington, D.C.: 

Re hearing scheduled before Cotton Subcommittee of House Committee on 
Agriculture, Tuesday, March 8, at 2 p.m. in the House Agriculture Committee 
room, Washington. Understand gulf and southeastern shipper and port inter- 
ests plan to appear before th’s subcommittee seeking cotton export subsidy 
differential in favor of export cotton moving through gulf and South Atlantic 
ports. This detrimental to California ports and exporters who have historically 
enioyed parity. Respectfully urge your personal appearance before subcom- 
mittee to protect California interests in this matter. If further information 
desired, suggest you contact John C. Reynolds of Fresno at Mayflower Hotel, 
Washington, D.C. He represents Western Cotton Growers Association and is 
coordinating California cottongrower opposition to the differential. 

RAE F. Watts, 
Port Director, San Francisco Port Authority. 


San Francisco, Cauir., March 4, 1960. 
Hon. Jonn F. SHELLEY, 
House of Representatives, Washington, D.C.: 

Urgently solicit your support in opposing gulf and southeast efforts for larger 
cotton export subsidy than western subsidy. Matter before Cotton Subcommittee 
of House Committee on Agriculture, March 8. D/‘fferential over western would 
jeopardize 1 million bale cotton exports through California ports with resultant 
great harm to ports and Arizona-California economy. No economic just’fication 
for differential subsidy. Gulf now has $2 bale freight advantage to Europe and 
only infinitesimal disadvantage to Orient. Urge you attend hearing to protect 
home State. 

NORTHERN CALIFORNIA PorTs & TERMINALS 
BUREAU, INC., 
J. H. McJUNKIN General Manager. 


Fresno, Cauir., March 7, 1960. 
JoHn F. SHELLEY, 
Congressman, Fifth District of California, 
Washington, D.C.: 

Please help prevent a gross discrimination against one of the largest agricul- 
tural crops in the Western States and against discrimination toward Pacific 
coast ports by opposing the program of certain Atlantic coast interests to lower 
the export subsidy on western cotton. Certain interests on the Atlantic coast 
are proposing that for their cotton the present export subsidy of 8 cents per 
pound be maintained, or even increased, and that the export subsidy on western 
cotton be dropped as much as 2 cents below theirs. This would disrupt cotton 
markets which western cotton has built up over many years in the export field. 
It would affect the income of growers, processors, shippers, and Pacific coast 
ports. You could be most helpful by expressing your opposition to the creation 
of this discriminatory export subsidy differential to Marvin McLain, Assistant 
Secretary of Agriculture, and at the hearing to be held Tuesday afternoon, 
March 8 at 2 p.m. in the House of Agricultural Committee room. 

I believe that action as suggested by certain Atlantic interests, if taken, 
would not only grossly discriminate against the growing and shipping interests 
on the western coast, but would further complicate the agricultural problem 
by causing an increased misunderstanding of the farm problem through the 
confusion which it would cause both in the cotton trade and in the minds of 
the public. 

WESTERN COTTON GROWERS ASSOCIATION OF CALIFORNIA, 
JouHn P. BENSON, President. 


53046—60———4 








20) COTTON EXPORT SUBSIDY PROGRAM 


Mr. Gatuines. Wethank you very much, Mr. Shelley. 
We will next hear from Mr. Cohelan. 


STATEMENT OF HON. JEFFERY COHELAN, A REPRESENTATIVE In 
CONGRESS FROM THE SEVENTH CONGRESSIONAL DISTRICT oF 
THE STATE OF CALIFORNIA 


Mr. Conetan. Mr. Chairman and members of the subcommittee, 
thank you for giving me this opportunity to appear today together 
with colleagues 1 from California and elsewhere to present my views on 
proposals to lower the export subsidy on cotton shipped from west 
coast ports. 

It is my understanding that the suggestion has been made to reduce 
the level of west coast cotton export subsidies to 6 cents, while else- 
where throughout the country these subsidies remain at 8 cents. I 
speak against this proposed change. 

There is already in existence a so-called freight differential by which 
California cotton prices are supported at a rate approximately 15 
cents lower than Atlantic coast prices. This means that right now 
cotton that has a support price of 35.75 on the Atlantic coast only 
gets about 34.25 on the west coast. 

Therefore, reduction of west coast cotton export subsidies would 
impose new restraints on our California growers. Such action would 
be discriminatory and thoroughly unfair. 

Such a reduction would take from our growers the little advantage 
we enjoy by being closer to Far East markets. Atlantic coast in- 
terests would, of course, keep the advantage which they enjoy by 
being closer to Eastern U.S. markets and European mills. 

This is a matter which affects all growers, processors, merchants, 
and shippers in the cotton industry in California and the west coast. 
It is of particular concern to the port of Oakland in the Seventh Cali- 
fornia Congressional District, which I represent. 

I urge that the committee reject any proposal to reduce the export 
subsidy on cotton shipped from the west coast. 

Thank you. 

Mr. Gatutnes. Thank you, Mr. Cohelan. 

We will next hear from Mr. Wilson of California. 


STATEMENT OF HON. BOB WILSON, A REPRESENTATIVE IN CON- 
GRESS FROM THE 30TH CONGRESSIONAL DISTRICT OF THE STATE 
OF CALIFORNIA 


Mr. Wiison. Mr. Chairman and members of the committee, my 
testimony is exactly the same as the previous Congressman from Cali- 
fornia, so that I will not impose on the committee other than to re- 
quest permission to insert the statement in the record. 

Mr. Garuines. It will be inserted in the record at this point. 

(The prepared statement of Hon. Bob Wilson is as follows :) 


STATEMENT OF REPRESENTATIVE Bos WILSON BEFORE COMMITTEE ON AGRICULTURE, 
House OF REPRESENTATIVES 


Mr. Chairman: Thank you for giving me the opportunity of appearing before 
you to register my protest against the proposed discriminatory reduction in 
cotton export subsidies. 
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In my opinion, this action would be a serious blow to the cottongrowers and 
the cotton industry of the West. It violates all principles of fair play and 
penalizes the cotton producers of the Western States. The uniform subsidy 
which has been in existence for years gives natural producing areas a chance to 
compete in natural trade areas. It does not seem fair to give a sales advantage 
in the Far Bast to cotton produced in the South and on the east coast. 

While it is true that southern cotton already has an advantage pricewise in 
selling to domestic mills and to the nearby European ports, it would be just as 
unreasonable to reduce the export subsidy for ports used by shippers of southern 
cotton. Such a proposal would, of course, be opposed by those who are now 
advocating the reduction for western ports. 

In my opinion, any change other than across-the-board would be unjust and 
unfair in principle. I cannot conceive of the Department of Agriculture making 
such a move and I cannot understand how anyone interested in fairplay could 
seriously support it. 

Mr. Treacue of California. On behalf of Congressmen Mailliard, 
Baldwin, and Younger, I request that they be granted permission to 
be placed on record as joining with the other Congressmen who have 
spoken against this proposal. 

Mr. Garuines. Very well. 

Thank you, gentlemen, for your appearance. 

We will next hear from Mr. Rivers. 


STATEMENT OF HON. L. MENDEL RIVERS, A REPRESENTATIVE IN 
CONGRESS FROM THE FIRST CONGRESSIONAL DISTRICT OF THE 
STATE OF SOUTH CAROLINA 


Mr. Rivers. Mr. Chairman and gentlemen of the committee, I 
agree with Mr. Cohelan, of California. The people where I live in 
South Carolina—that happens to be one of the oldest ports in the 
United States, from which they ship cotton—are perfectly willing 
for California to have trade with Japan, but, at least, we should have 
an opportunity for trade with Europe. 

The record shows that it costs more to ship it to Europe than to 
Los Angeles. 

So we have come here—and have distinguished representatives 
here—Mr. Maybank, a first cousin of our late distinguished Senator— 
and others who will attest to the fact that we have a peculiar situation 
inmy part of the world. It costs us more to compete with shipments 
to Europe than it does for the people of California. 

So we are throwing ourselves on the historic mercy of this great 
committee. We want you to give us an opportunity to live, and that 
isall. We know that you have the means, the capacity, the ability to 
right these obvious wrongs. We know that so we ask you to do exactly 
that, and let us compete and let us live. 

Last year a hurricane known as Gracie, hit my part of the country 
just before cottonpicking time. We had a lot of rain at the right time, 
and we had an awful lot of cotton ready to be picked. The storm hit 
it and we now have, I do not know how much, cotton in our ware- 
houses which the domestic mills cannot use. Our only opportunity 
istosell it abroad. But this existing law works both against us, unless 
something is done for these people. That is, for these men and their 
forefathers who established these great industrial plants. 

If it is not done, they will be wiped out. What I want you to do is 
let me go and listen to them and for you to do this and give us what 
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we need. That is all I want. If you will do that, you will not ever 
hear me again. 

Thank you very much. 

Mr. Gatruines. Thank you, Mr. Rivers. 

Our next witness is Mr. Heidelberg, executive vice president of the 
North Carolina Cotton Promotion Association. 


STATEMENT OF FRITZ M. HEIDELBERG, EXECUTIVE VICE PREsI.- 
DENT, NORTH CAROLINA COTTON PROMOTION ASSOCIATION 


Mr. Herpevperc. My name is F. M. Heidelberg. I am executive 
vice president of the North Carolina Cotton Promotion Association 
with offices in Raleigh, N.C. This organization is the certified cotton 
farmer agency in our State, and principally supported by cotton 
farmers. 

In respect to the proposal that there be an adjustment of the cur- 
rent cotton export subsidy, so that cotton may be exported out of all 
ports on a competitive basis, the legislative committee of this associa- 
ion was polled by mail for expressions of opinions. 

The letter to each member included a copy of a brief prepared 
statement by the Atlantic Cotton Association. On the basis of the 
information made available in this brief, those who expressed an 
opinion were favorable in principle to a program which would ae- 
complish such adjustments, provided, and I emphasize this provision, 
that it be accomplished without in any way modify the current 
domestic sales loan differential now in effect to the detriment of the 
farmers in North Carolina. 

I would like to concur with my distinguished Congressman, Mr. 
Cooley, that I have my—that I have made quite clear to the proponents 
of this matter that in the event that a practical plan were developed, 
and upon scrutinizing it we saw that it would lower the price for cotton 
to our farmers, Mr. Cooley, we in North Carolina, would have to op- 
pose it. 

I would like to say that we are talking as if this would have to be 
the case. I am not an expert in this matter at all, and do not profess 
to be. I do think that it might be wise for this committee to request 
a careful study of all possible methods by which such an equitable 
situation could be accomplished by the U.S. Department of Agricul- 
ture and to report back to this committee, and then those of us who 
are interested in the matter in principle might look at these proposals 
or procedures by which it could be accomplished and arrived at some- 
thing of a final judgment in the matter. 

I do want to make it quite clear, Mr. Cooley, that I am agreeing 
with you in your viewpoint, because I think everybody whom I have 
talked to, one side or the other, knows that this is the way we feel. It 
seems to me that a study shoul i be made by competent men in the U.S. 
Department of Agriculture, however long a term it might take to 
report back to us. 

In principle this sounds and looks good. If it would do the horrible 
things to our friends in the West the *y say, then I, certainly, think 
that they should oppose it. If it would do to us in the Southeast what 
some have said it would do, then we would have to oppose it. T am 
not real sure but what there are several ways for that to be accom- 
plished that might be equitable. 
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Thank you. 

Mr. Cootey. When the matter was first presented to me it did appeal 
tome. When I started studying it and analyzing it, I realized that 
it was very involved. I had Mr. Rhodes of the Department of Agri- 
culture come up and sit here and listen, and I also asked men who 
are experts, I think, who have been operating in this business for 25 
years to come up from New Orleans for the purpose of advising this 
committee as to their views concerning this proposal. 

I have not had a chance to talk with Mr. Rhodes, but the record is 
being written and you will have an Sener to read it. 

We thank you for your appearance here. 

Mr. Hacen. I want to commend you for your very fine appearance 
as a Witness as always. This is not a matter, -as I see it, that we can 
temporize with. As I understand, sales of cotton are being held up 
because the Government has not made an announcement on the subject 
of the export subsidy at this time. Do you agree with that statement ? 

Mr. Hemeirerc. What? 

Mr. Hagen. Sales of cotton are being held in abeyance by reason 
of this delay. 

Mr. Heweteere. It is, certainly, some reason for this and for there 
to be an announcement. 

Mr. Hacen. We cannot fool around with this problem. 

So far as this subject that Mr. Cooley has raised I think that the 
western cotton industry wants to move in the direction of lower prices 
if it is going to maintain its markets, or to expand them, and if there 
is such a differential, instead of asking for the differential for the 
western coast to be raised to the same support level, the demand would 
be that the east coast level be knocked a to that of the west coast 
level. 

And from your statement I judge that would be very unpalatable 
in the Kast. 

Mr. Heme sera. It certainly would be. 

Mr. Hacen. Westerners have a relatively good market. They have 
created a quality market. I think the same thing obtains on rice as 
obtains on cotton. 

Mr. Garuines. If there are no further questions we thank-you very 
much. 

Mr. Herpecnerc. Thank you. 

Mr. Garuines. Our next witness is Mr. Boykin. 


STATEMENT OF E. H. BOYKIN, MEMPHIS, TENN., REPRESENTING 
THE TENNESSEE AGRICULTURAL COUNCIL 


Mr. Boykin. Mr. Chairman and members of the committee, I am 
E. H. Boykin, of Memphis, Tenn., speaking for the Tennessee Agri- 
cultural Council, a nonprofit agricultural organization representing 
producers in the 21 counties of west Tennessee. 

First I would like to point out that in the economy of the Midsouth 
cotton is still king, accounting this year for more than two-thirds 
of the in-and-out source of cash income for the trade area. For in- 
telligent producers, who themselves seek a better position for cotton, 
future planning is of primary concern. By the evaluation of past 
experience, present position, and future potential this challenge is now 
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being met. It is however the future only with which we are here con- 
cerned. 

An analysis of national and world population expansion, also the 
trends of production and consumption by the American people 
and the whole cotton world indicates a very promising decade ahead. 
With intelligent farming and competent leadership a per annum in. 
crease of one-half million bales offtake of American cotton for domes- 
tic and foreign consumption is not unduly optimistic. If we can seize 
this potential, the 14 million bale production now considered normal 
might easily rise to 17 or 18 million within 5 years, with an unde. 
determined expansion beyond that point. There is no question as to 
the ability of the cotton farmers across the belt to expand production 
to meet increased market requirements. The determination however 
as to what area or areas will be favored with this expanding produe- 
tion can and will change the whole outlook of agriculture in the 
Cotton Belt. 

A study of the ability of all producing areas to market cotton com- 
petitively for domestic consumption indicates stability has been af- 
forded by Government support programs. For future planning we 
must therefore address ourselves to the export marketing, in which 
stability has not been the keynote. A background study of this prob- 
lem reveals that for some years the USDA held an umbrella over 
world markets by maintaining the price of American cotton for ex- 
port at a level which encouraged rapid expansion of foreign produc- 
tion, built up large Government inventories, and created an acute 
problem for the American producer. 

The charter of the CCC has always provided for the sale of all Cor- 
poration-owned cotton in world trade at competitive prices. Failure 
to use this authority caused the loss of our export markets resulting 
in chaos in the entire cotton economy. As a result Congress enacted 
section 203, commonly known as the Export Sales Act of 1956. The 
act required the Department to use its existing authority to sell cotton 
competitively in order to regain and maintain world markets. It 
further directed that U.S. cotton, surplus to domestic demand be 
made available to buyers of the world on a competitive basis. 

We feel sure that the Department has availed itself of legal inter- 
pretations with regard to the relationship between the Export Sales 
Act of 1956 and the Department’s present implementation of the pay- 
ment-in-kind program. With an 8-cent flat subsidy applicable at all 
ports, however, we have some reservation as to whether they are mor- 
ally complying with the intent of the act. The export pricing of east 
coast cotton over west coast cotton makes it noncompetitive for export 
and thereby does not in fact make all cotton, surplus to domestic de- 
mands, in Government and/or free hands available at world competi- 
tive prices. 

We further question the right of the Department by implementa- 
tion of a program to favor one area of the Cotton Belt to the detriment 
or exclusion of another. 

The brief presented here today by the Atlantic Cotton Association 
proves conclusively that there is a definite disparity in favor of the 
west coast. We believe the plight now confronting the Southeast and 
central belt is a parallel to that which confronted the entire Cotton 
Belt in 1956 and led to the enactment of section 203. 
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As previously explained, prior to the passage of this act, the United 
States, through the high price of its announced export. price, held an 
umbrella over world prices, thereby insuring that all foreign pro- 
duction, easily priced under the announced U Ss. price would find world 
markets before that of the United States. In years of short demand 
U.S. cotton was almost completely excluded from export markets, 
This policy also stimulated the rapid expansion of foreign production 
which further reduced the export potential of U.S. cotton with critical 
results. A study of prices at which cotton was sold in world markets 
indicates that the difference in the price at which foreign production 
was sold and the announced export price was far less than that exist- 
ing between east and west coast prices currently in effect. 

Is not the Government export minimum price at east coast ports, 
now, in like manner an umbrella under which foreign producers, as 
well as west coast and Southwest producers, now garner sales? Is it 
not equally true that the higher priced central] belt. and eastern cotton 

can only move in export after lower priced foreign production and 
competitively priced western cotton has found an export market? 

With these facts in hand, can there be any doubt that the present 
equal subsidy at all ports does not and will not allow cotton, produced 
and/or reconcentrated in the Southeast, which is in surplus to do- 
mestic demands, to be available for export at world prices? Can there 
further be any doubt that under equal subsidy at all ports, exports 
will shift: more and more to the west coast and Southwest, thereby 
promoting increased production in that area and a reverse trend in 
the central belt and Southeast / 

We do not believe that the USDA is vested with the moral or ethical] 
right to determine what section of the Cotton Belt shall prosper and 
what section will erode. Nor can we accept that those southern lead- 
ers in Congress who formed the spearhead in the enactment of section 
203 ever intended that its meaning would be so twisted by the Depart- 
ment’s implementation as to operate to the detriment of the areas 
which they represent. 

We sincerely request your careful study of the facts presented here 
today, for upon your decision will rest the determination of whether 
a healthy and expanding cotton economy will be enjoyed over the 
entire belt or that the destructive force of an inequitable, equal sub- 
sidy at all ports will exclude the east and central belt from this 
prosperity. 

Mr. Garnines. Are there any questions? 

Mr. Hacen. I would like to ask Mr. Boykin on the mechanics of 
this. As I understand the export. subsidy, the seller buys the cotton 
locally and markets abroad and then he claims from the Government 
an amount of cotton from the Commodity Corporation stocks, with 
the subsidy granted as the differential; is that correct ? 

Mr. Boykin. No, sir, that is not correct. 

The present ( ‘ommodity Credit Corporation program entails, first, 
the stilling of the sales out of whatever cotton is in your inventory, no 
matter whom you bought it from—whether you bought it from the 
Government. or whether you bought it from the farmer—after which 





time you then prove to the Commodity Credit C orporation that you 
have, in fact, exported so many pounds of cotton. They then give 
you a payment-in-kind certificate equal to 80 cents a pound for every 
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pound exported. And you, in turn, must purchase additional cotton 
from the Commodity Credit Corporation and pay for it with those 
certificates. 

Mr. Hagen. All right, if that point is Southeast cotton identified 
as such in the Government inventory. Or is it just cotton of a par- 
ticular grade or staple? 

Mr. Boykin. I do not understand what you mean. 

Mr. Hagen. Is each kind of cotton identified in the inventory by 
area of production, such as southeast cotton; or is it there just as 
cotton of certain grade / 

Mr. Boyxrn. ‘he inventory of the Government is offered to the 
trade at the location, and the price paid at the location varies with 
relationship to the differential of transportation cost to the mill— 
that is, to the domestic mills. 

That. is a point which I do not think has ever been quite clear up 
here today. And if I might, I would like to clear that up. 

We have a domestic program, which program is strictly for the 
benefit of the cotton farmer. The cotton farmer is entitled, no mat- 
ter where he lives in the United States, to market his cotton at the 
mill door in the United States at an equal delivered price. 

What we are asking for is that we be able to market—that is, export 
cotton f.o.b. steamer at an equal price from all areas. 

That is where the inequity lies, because at the present time west 
coast cotton can be put on board the steamer at a cheaper price than 
the original price cost, less a subsidy of 80 cents. It is the cheapest 
cotton available to our world trade consumption. 

Mr. Hacen. What you are objecting to is that South Carolina cot- 
ton is receiving a higher price? 

Mr. Boyxrn. Not at all. 

Mr. Hacen. The California grower receives a lower price. I doubt 
if it is actually lower, even if you include the differential because of 
better quality. 

Mr. Boykin. Let us look at the thing a little more objectively. We 
do not propose any change in the domestic pricing structure. The 
domestic pricing structure has no relationship to this. 

Mr. Hacen. It would solve your problem if you got rid of the dif- 
ferential loan rate, would it not ? 

Mr. Boykin. If you raise the price in the West ? 

Mr. Hacer. We want to lower it in the South if faced with that 
choice. We want competitive cotton. 

Mr. Boykin. It would not make any different situation. 

Mr. Hagen. We have a market and want to keep the price within 
reason. 

Mr. Boykin. Let us say that it does not make any difference whether 
you lower it in the West—TI mean whether you raise it in the West or 
lower it in the East—you are equalizing the domestic cotton at the 
same price across the belt. 

Mr. Hacen. What you are suggesting is raising the support in the 
West ? 

Mr. Boykin. May I finish ? 

Mr. Hacen. Yes. 

Mr. Boyxry. As you suggest—if you equalize the domestic price 
across the belt, would not the western farmer be at a disadvantage 
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of 180 points, or five times that much, about $9.40—if I multiply cor- 
rectly in my head— -adversely east coast farmer at the mill door. 

Mr. Hacen. That is precisely what I was talking about. 

Mr. Boyx1n. Let me finish. That would be inexcessive to the west 
coast farmer. He would not agree to dispose of his domestic market 
or to allow a $9.40 differential between the price that he could get at 
the mill door and what the eastern man could get at the mill door. 
You would still have the same export advantage. Everybody could 
export equally then, but in the Southeast you would have an export 
market and you would have the domestic market—and that is not 
what the Southeast wants and the Southeast’s market in that par- 
ticular case is not relative to the point in issue at all. We are not ask- 
ing that you be jeopardized in order that we be favored. . We are 
merely asking that we have an equal opportunity of being able to 
export the same as you have an equal opportunity to the domestic 
trade. 

Mr. Garuines. We have a rolleall and we will have to recess for a 
few moments. 

(Recess. ) 

Mr. Garuines. The committee will come to order- Thank you so 
much, Mr. Boykin. There are no further questions. 

Mr. Boyxrn. Thank you. 

Mr. Garutnes. Mr. Hirsch, we will be glad to hear you. 





STATEMENT OF ERIC D. HIRSCH, MEMPHIS, TENN., REPRESENTING 
THE SOUTHERN COTTON ASSOCIATION 


Mr. Hirscu. Mr. Chairman and members of the committee, my 
name is Eric Hirsch. I am president of Allenberg Cotton Co., Mem- 
phis, Tenn., and I address you as the representative of the Southern 
Cotton Association, one of the six associations which, taken together, 
make up the American Cotton Shippers Association. 

The Southern Cotton Association to, I quote : 

Adjust export subsidy payments on cotton so as to place all cotton-producing 
areas, through their local ports, on the same competitive basis. 
Explaining their proposal, the Atlantic association suggests that 
Atlantic port subsidy not be raised, but that export subsidies from 
other sections of the Cotton Belt be reduced by the differences between 
the “A” resale price at Charleston, S.C., and the other cotton prices. 

We oppose this proposal, or any modification thereof, on the grounds 
that it is— 

1. Uneconomic; 

2. The philosophy behind it is inequitable and it will actually 
decrease exports and lose the Treasury money; 

3. It will, like many artificialities, have the opposite effect from 

what its proponents expect of it. 
_ Iwill evelop and try to prove the correctness of the three points 
just made, but first I would like to comment on some of the statements 
contained in the memorandum addressed to the honorable chairman 
of this committee by the Atlantic association. 

The memorandum first states that very large quantities of cotton 
grown in the Southeastern States is not consumed by domestic mills 

53046—60——5 
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and lists the record for the 1958 crop showing 831,000 bales stayed in 
the loan. Their figures are, of course, accurate, but I would like to 
present additional figures. This 831,000 bales is made up as follows: 

Alabama left 62 percent in the loan that year, Georgia 82 percent. 
North Carolina 58 percent, and South Carolina 39.5 percent. This 
same year, that the loan residue of these four States varied from 82 to 
39.5 percent, Texas left 60.5 percent in the loan, and Oklahoma 
65.5. The conclusion is obvious that Oklahoma’s loan residue wag 
65.5 as against 39.5 for South Carolina because the grades in Okla- 
homa were less desirable, commercially, than South Carolina’s and 
quality rather than location governed the offtake. 

And this same year of 1958 (which are the figures for which the 
gentleman from the Southeast collected) when the four Atlantic 
States ginned 1,453,000, Charleston exported 114,000, Savannah, 6,000, 
and Mobile 41,000—a total of 191,000 or 14 percent while Califor- 
nia/Arizona ginned 2,361,000, and Los Angeles and San Francisco 
exported 269,000 bales of cotton or 11.4 percent. Since the east coast 
exported 14 percent of its crop in 1958, while the Far West only 
exported 11.4 percent, it appears that California/Arizona should be 
the one asking for relief. 

The memorandum states that we had a variable subsidy in 1956, 
I believe that you will find that we have never had a variable subsidy. 
The writers of this memorandum are confusing the sale of 1 million 
bales of short staple Texas cotton (some of which was stored in the 
Atlantic States) with an export subsidy. 

This small trial sale was sold “freight deducted to nearest port” 
and this cotton had to be sold in this manner because the terms of sale 
made the export of those identical bales mandatory. I was in college 
in 1919 when 500,000 bales were exported from Wilmington. But in 
1921, when I went to work, domestic consumption was about 5 million 
and exports were considerably more. 

Further, because domestic consumption was largely in New Eng- 
land and because of the Atlantic States, at that time, raised shorter 
cotton than is now raised in west Texas, the natural flow of Atlantic 
States cotton was to export. The California mills could not spin the 
staple grown at their door in those days. 

We don’t blame our friends from the Atlantic States for putting 
their best foot forward; but we want the members of this committee 
to see the back foot, too. 

Now, to our three points that the proposal before you is (1) uneco- 
nomic, (2) both inequitable and harmful to cotton exports gener- 
ally, and (3) that as artificialities often do, the effect of this proposal 
will be opposite of what its proponents have intended. 4 

1. For economic reasons all cotton, except eastern belt cotton, 1s 
compressed before it is transported to southeastern mills. On the 
other hand, eastern cotton moves to eastern spinners as it comes from 
the gin box. We hold that it is uneconomic to force the movement of 
the rats of cotton from the mill vicinity to the port and then com- 

ress it, in order to export it, while we move an alternate south Texas 
ale from the vicinity of the port to a mill 1,500 miles away, thus 
wasting both freight and compression. 

(We use south Texas as an example because this section produces 
the nearest equivalent grade and staple to Atlantic growth.) Where 


= we * Toe Fh ned bee OS > > > ——> 


— se» ©. 1 &® DD —“'* OD 


4 Spree ee © ha 


wm 


+; Or 


p> 


Coe sto Sa 


he 


ist 


ile 
ge 
on 
ig 
ter 
tic 
he 





COTTON EXPORT SUBSIDY PROGRAM 29 


the quality of south Texas cotton suits the Atlantic States mills better 
than Atlantic growth, this movement will automatically result—just 
as a greater percentage of Atlantic cotton was exported in 1958 as 
compared to California/Arizona. 

But we hold that to deliberately, by Government fiat, force such a 
roundabout movement, is an economic sin—especially when it involves 
the greatest good to the smallest number. int et 

9. That the philosophy behind the proposal is inequitable is simply 
demonstrated by the case of two imaginary truck gardeners in Mary- 
land. Gardeners A and B are on the road between Washington and 
Baltimore, gardener A is 10 miles from Washington and gardener B 
is 25 miles from Washington. Then gardener A comes ‘before this 
committee and says to you gentlemen: “I net more for my vegetables 
than gardener B because I am closer to Washington than he is, but 
gardener B, who sells to Washington at a lower net than I do, is 
selling about one-third of his vegetables in Baltimore at the same dis- 
count under my net price that he has to sell to Washington. Please, 

ntlemen, put in a special tax on him so that I can sell at a higher 
net than B in Washington and in Baltimore, too.” 

I want to apologize for making this so simplified—or, perhaps, over- 
simplifying it, but that is in effect what has happened. The producer 
in the southeastern belt gets a high price for his cotton. The Gov- 
ernment pays him more. And he, in turn, not only wants the benefit 
of the higher price in the southeastern belt, but he wants an added 
special benefit to take care of some advantages that the western pro- 
ducer has due to the fact that he sells his cotton cheaper. He is just 
angry, because the other sells his cotton cheaper and gets some of 
his markets. 

I think that is similar to this case. The reason we say that the 
proposal will reduce exports is that, in spite of Wilmington’s experi- 
ence in 1919—when they exported 5 million bales of cotton. I would 
like to say that they do not have 5 milion bales capacity—the Atlantic 
ports do not now have the facilities—especially the hidee compress 
and dock cotton warehouses to handle 5 million bales and the over- 
whelmed facilities will break down. 

Nowadays, with overheating and overcleaning at the gin, the chief 
selling point. for U.S. cotton is reliability of supply. If our facilities 
are overwhelmed, there will not be enough movement to supply our 
foreign customers on time and we will lose our chief selling point 
and a certain percentage of customers, thus reducing exports. 

And the reason we say it will cost the Treasury money is that the 
uneconomic movement of cotton will certainly raise the cost of a 
percentage of domestic mills’ cotton—thereby requiring a higher 
export subsidy on cotton products or a lower income-tax payment by 
the spinners. The Treasury loses either way and the producer gets 
nomore for his cotton. 

3. And, finally, we say that, if the proposal is carried out, it will 
work out the opposite of what the proponents expect. Here’s why: 

The location differences governing loan prices and CCC purchase 
prices are so well established that to open the Pandora’s box of trying 
to lower eastern prices would not be acceptable to the eastern 
grower—while raising western prices is not acceptable to the taxpayer. 
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Now, let’s see how equalizing the subsidy works out: It is proposed 
that, since the loan of Charleston is 78 points -higher than at New 
Orleans, the export subsidy from Charleston should be 78 points 
greater than from New Orleans and 180 points greater than from the 
west coast. Giving thought only to the freight involved, the figures 
on freight work out like this: 

Greenwood, Miss., to New Orleans, 49 points, net cost to export, 
49 points. Greendwood to Charleston, 78 points less additional export 
subsidy, 78 points. Net cost to port, zero. 

The fallacy of this proposal is that this is actually how it works out, 
The fallacy of the proposal is that when you pay the difference be- 
tween what it costs—you speak, the difference on the cost to move a 
bale to the Southeast—it costs 78 points to move the bale to the South- 
east; therefore, the loan is 78 points cheaper than in the central belt. 
Having the 78-point difference in price under this proposal we would 
have a 78-point higher subsidy, and a greater subsidy to come out of 
Charleston, then if we go out of New Orleans. 

So we ship to Charleston and get 78 points more subsidy. It only 
costs 78 points for freight, so, therefore, we might move the cotton 
to Charleston free and we save whatever it costs us to ship to New 
Orleans. That 49 points is clear profit. That is why in the previous 
part of my statement I remarked that you would have to ship 5 million 
Balas to the east coast ports, because California works out the same 
way. 

Since ocean freight to both Europe and the Orient are exactly the 
same from gulf ports and Atlantic ports, there would be a profit 
to the exporter to ship all his cotton from and including Texas, via 
Charleston. 

This profit would range from 20 points from Opelousas, La., and 
Victoria, Tex., to 70 points for Lubbock, Tex., and Dardanelle, Ark, 
The average windfall would be 50 points. The freight is paid by the 
U.S. Treasury and no one benefits since eastern cotton will be at a 
greater disadvantage than ever. 

California is slightly different: Average freight Fresno to Los 
Angeles/San Francisco, 50 points; ocean freight Los Angeles to Japan, 
171 points; total cost to shipper, 244 points. 

Freight Fresno to Charleston, 180 points; ocean freight Charleston 
to Japan, 200 points; cost, 380 points, less subsidy—additional sub- 
sidy, 180 points, total cost to shipper, 200 points. 

The savings to Europe due to the fact that the ocean rates from 
California to Europe are higher than it is from eastern belt, you 
get an additional profit, and it works out like this: 

Saving to exporter California to Japan via Charleston, 24 points. 
Fresno to Los Angeles/San Francisco, 53 points; Los Angeles ocean 
freight to Europe, 170 points; total freight cost, 223 points. 

Fresno to Charleston, 180 points; ocean Charleston to Europe, 145 
points; total, 325 points; less extra subsidy, 180 points, net cost to 
exporter, 145 points; 78 points benefit to California. This is not what 
the Atlantic States want. 

Gentlemen, if you put this proposal in you will see California 
cotton exported via the port of Charleston or the port of Savannah, 
even going to Japan; I mean, when you get to where you do un- 
economic things, you never know how they will end up. 
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Finally, this is a producer’s program and not a cotton merchant’s 

rogram. And, since the overwhelming preponderance of Atlantic 
States producers are “A” producers, the proposed program, if it 
worked, would not have helped the Atlantic States producer. 

Ocean freight to the Orient is 30 points higher from Charleston 
to Japan than from California but, under the proposal, we would still 
export all our California/Arizona cotton to the Orient from the 
east coast because the ‘Treasury pays the bill for uneconomic move- 
ment from California to the east coast and we make the difference 
between 20 points higher freight and 50 points saved by not moving 
from Fresno to California port. 

From west Texas. to Japan via Charleston would yield a 65-point 
profit, while Dallas would yield 30 points. 

Finally, none of this, no matter how formulated, will export one 
single extra bale of cotton. rae , 

1 do not think that the proponents of this bill suggest that it would 
do that. 

Mr. Garuincs. Thank you so much. 

Are there any questions ? 

Mr. Jones of Missouri. You said that you were with the Southern 
Cotton Shippers ¢ 

Mr. Hirscu. Yes. 

Mr. Jones of Missouri. How many firms is that composed of ? 

Mr. Hiescu. It is one of six associations. 

Mr. Jones of Missouri. How many different associations are there ? 
What I am trying to do is to get myself straight on this, Some ship- 
pers are for it and some shippers are against it. You say that you 
represent six shipper organizations. 

Mr. Hirscn. I only represent one of the six. There are six asso- 
ciations which are federated together under the large head of the 
American Cotton Shippers Association. 

Mr. Jones of Missouri. Atlantic is one of them, like the Southern ? 

Mr. Hirscu. Exactly, yes, sir. 

Mr. Garatnes. Would you name the others? 

Mr. Hirscu. I will try to do so. There is the Atlantic, then the 
Southern, the Arkansas, then there is Texas, and then Oklahoma, and 
the Western. That is California-Arizona. 

Mr. Garurnes. You said that you were with the Allenberg Co. ? 

Mr. Hirscu. Allenberg, yes. : 

Mr. Garnines. You do business all over the United States, both in 
California, in the Southwest, and the Southeast ? 

Mr. Hirscu. Yes, sir. I am very happy to tell you that as far 
as our firm is concerned, it would not matter 1 cent to us how this 
thing went. I oppose it, because it is uneconomic. It is just add- 
ing one more artificiality that we do not need. Actually, it will defeat 
the purpose, I tell you, gentlemen. 

Mr. Garuines. As to the export program that we have had, have 
you favored the export. program in the past? 

Mr. Hirscn. I have, yes, sir. 

Mr. Garutnes. You have been in favor of it? 

Mr. Hirscn. Yes, sir. 

Mr. Garutnes. Even with the Government subsidy ¢ 

Mr. Hirscn. Yes, sir. 
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Mr. Garuines. Mr. Hirsch, I have seen the name Allenberg for 
many years. How long have they been in business? 

Mr. Hirscn. Since 1921. 

Mr. Hagen. On what are these figures based ¢ 

Mr. Hirscn. I did not understand. 

Mr. Hacen. These illustrations that you have given us are based 
exactly on the Southern Cotton Association proposal ? 

Mr. Hirscu. As I understand it, it is based exactly, not on the 
Southern, the Atlantic. 

Mr. Hagen. The Atlantic? 

Mr. Hirsci. The strange part about it is that this is a shippers’ 
proposal, and I thought that this was a producers’ program. But I 
go along with you on that. 

Mr. Hagen. As I understand the import of what you are saying, the 
only people that would profit from this would be the operators of 
the port. facilities in Charleston, or the merchants in that area—I 
assume that they also would get the benefit of it. 

Mr. Hirscu. I will agree that the port. facilities would prosper 
on the eastern ports. In my humble opinion the eastern merchants 
who are proposing this would ship less cotton, and would suffer from 
it, in my opinion, the way it would work out, but you get these argu- 
ments many times where you want printing press money, whether 
that. is good or bad. That is the theory of it. What happens is that 
under this proposal the Treasury would, in effect, be paying the 
freight from every point in the United States into the eastern sea- 
hoard and we would as merchants save the freight that we are now 
paying from the interior to our nearest port. 

Mr. Hagen. In other words, all that would result would be the 
movement of more cotton to those ports, but the local cotton would 
still stay in the loan—there would not be any increased market for it! 

Mr. Hirscn. I heard someone make the remark earlier that the 
western shippers had an advantage in export because the subsidy 
was the same. That is, the western growers. The reason they have 
that advantage is because they are selling their cotton cheaper. Any- 
body who wants to sell his cotton cheaper deserves that advantage. 

So far as that is concerned, no matter how you address this thing, 
we should not even discuss the loan in California—the resale price 
at less 90 percent of California is going to be without that anyway, 
this year. It does not have anything to do with it. 

Mr. Hagen. We have a similar situation with rice, the variety of 
rice that we grow in California, has a lower support price which 
permits them to sell it in the Japanese market. So they are not ask- 
ing for higher support prices. They want to be left alone and retain 
a true commercial market. 

Mr. Hirscu. I think that they are very wise. The less artificiality 
you have, the better. The strange thing is that there was complaint 


that California sold its cotton cheaper to EB urope and to the Orient, 


and that is why they sold their cotton vis-a-vis eastern ports. I can 
tell you that we handled that. And if we sold California cotton 
higher landed, than from other sections, it is due to the fact that they 
had a better breaking point of cotton. That is a peculiarity of that 
cotton. It sold actu: ally at higher pr ices, 
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Mr. ‘HAcen. That was the point that I was going to make. Actu- 
ally, the California prices were higher laid down. 

Mr. Hirscu. They were definitely higher all the year, I mean, the 
delivered price, regardless of the freight and the loan and otherwise. 
There were two reasons, if I may theori ize a minute. 

[ think it was partly because it had a better breaking strength, but 
[ think, also, to a large extent it was because they had so much free 
cotton—they all went “6B And when you get something free, peo- 
ple trade in it and you develop a demand for it. 

[ think that Mr. Rhodes will back me up on this, when the Govern- 
ment is sitting on a big stock of cotton, cotton gets in the doldrums, 
and when they offer it as they did for the first time, they sold a lot 
of cotton, and we were afraid that cotton was going down, because 
the Government sold it. The more they sold the more it went up. 

As to California, I think one reason that it sold well was that it 
was free cotton. 

Mr. Garurnes. If there are no further questions, we thank you 
very much, Mr. Hirsch. 

Mr. Hirscu. Thank you. 

Mr. Garnines. The next witness is Mr. Sidney West, Jr., of Mem- 
phis, Tenn. 


STATEMENT OF SIDNEY WEST, JR., MEMPHIS, TENN., COTTON 
MERCHANT 


Mr. West. Mr. Chairman and members of the committee, I am 
Sidney West, Jr., of Memphis, Tenn., a cotton merchant. I would 
like to comment briefly upon Mr. Hirsch’s exchange of statements 
with the committee. I quite agree that prices in California are 
higher. This is one reason I believe that the various producers are 
affected in the South, Southwest, and the southeastern area. 

It is my personal opinion they are much higher because of the 
stimulus of competition for export and for domestic which means 
that the prices are out of relation to the merits of the cotton with 
relation to the cotton produced in the Memphis territory. 

I can submit to the committee a record of figures that IT have here 
which shows that the prices paid the (¢ California producers, as Mr. 
Hagen says quite correctly, are as much as 2 cents a pound above the 
sume grade and staple, whether it be Low Middling to Strict Mid- 
dling or an inch or two-sixteenths than the cotton produced any where 
in the United States, whether from central Texas, eastward to the 
Atlantic seaboard, or otherwise. 

I will be glad to answer questions on this. I should like to submit 
it for the record. 

a Gatuines. The tabulations will be incorporated in the record 

a part of your remarks at this point. 

(The tabulations referred to are as follows :) 
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Mr. West. Inasmuch as this discussion relates to the current export 
subsidy provisions, it 1s most necessary to first consider just exactly 
what an export subsidy is, what it is supposed to accomplish, and 
whether the current implementation meets these requirements. 

The current 8-cent flat subsidy applicable at all ports completely 
disregards the fact that any subsidy is by definition a bridge between 
internal cost price at area of production and consuming price at foreign 
destination. If an 8-cent subsidy is adequate to move cotton from 
South Atlantic ports to competitive world markets, the same subsidy 
at west coast ports, where domestic price is approximately 2 cents less, 
yrovides an incorrectly large subsidy to the Far West. 

On the other hand, if an 8-cent subsidy from the west coast is neces- 
sary, the same subsidy from South Atlantic ports is inadequate and, in 
point of fact, does not accomplish the purpose for which a subsidy is 
designed. 

It must be borne in mind that the value of any subsidy is measured 
not only by absolute cost in dollars, but also by whether or not any 
given dollar amount accomplishes the intent of the law under which 
the overall subsidy is directed. 

The effect of the present flat subsidy on the price and disposition for 
domestic and export in each production area should also be considered. 
In the Far West the flat export subsidy insures both domestic and 
export offtake providing for greater demand than in any other area. 
In the Southeast and to a lesser degree as you move westward toward 
California the reverse is true. The subsidy tends to limit export 
opportunity, resulting in producers having to sell to domestic mills 
at the support price or in the event no domestic demand is present, 
their unwanted cotton must be disposed of through USDA support 
programs. 

For the USDA to, for many years, espouse the principle of making 
cotton produced in all areas competitive for domestic consumption 
and have a contrary policy for export is to say the least inconsistent, 
and does not accept any subsidy is a bridge from internal price to 
world price. 

It has been suggested here today that a possible solytion to better 
come within the intent of the subsidy would be to have an adjusted 
subsidy program which will offset the difference in internal price at 
each area of production. It can be appreciated that such an approach 
could be difficult for the Department to administer in such a way as 
toassure that cotton from all areas will move through the proper port 
of exit. 

It should be kept in mind, however, that this, or any other technical 
objection which might be advanced with regard to an adjusted subsidy, 
does not in itself disprove that an inequity in opportunity for exports 
is artificially created for various sections of production. 

Neither should such objection constitute the basis for criticism or 
dismissal of what. we are discussing here today. 

Other solutions are possible which might more nearly coincide with 
the problems of the Department and at the same time permit all areas 
of growth equal opportunity for export, and maintain the equal oppor- 
tunity for domestic sales now afforded by existing loan location 
differentials. 
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It may be erroneously contended here today that equal opportunity 
for all production areas to export will disturb the location differ. 
entials used on the domestic loan and purchase programs. Since the 
domestic support is based on producer’s ability to sell his cotton to 
the Government, to a merchant, or to a mill at equal price at the mill 
door regardless of the area of production, and since a separate export 
subsidy program directs that merchants have opportunity to sell cot- 
ton so purchased into world markets at competitive prices, the two 
are only related insofar as the volume of offtake is concerned and 
there is no other relationship to internal support price. 

Any effort to distort this fact should be treated as a red herring, 
designed to pit one segment of a trade against the other. 

The problem is not simple, but your serious consideration and favor- 
able action is of utmost importance if the injustice now being suffered 
is to be equated. 

On page 2, Mr. Chairman, I referred to various other solutions than 
those outlined by the Atlantic Cotton Association. 

For example, one is touched upon by earlier questioning of Mr, 
Baker today which would be to use the theoretical average location 
of all production which is now used as a base point for the loan. 
Also, would be the base point for the subsidy. This point, as we 
know, is now in line, approximately, North and South, from Houston, 
Tex., and it could be that the 8-cent subsidy now in effect could apply 
there the same as the middling seven-eighths percent of parity applied 
there with adjustments upward and downward to the East and the 
West, thus giving what some statements have asked for to both sides, 
an opportunity to maintain its traditional market to Europe, in the 
southeastern section, and the Far West the advantage and opportunity 
to maintain its expanding market in Asia, and in Texas, because of 
its geographical location, the opportunity to he either way, which 
is in line with a true bridge to equalize all are 

I have not gone into detail on that in the Deideiel of brevity, and 
with your permission I would like to request the opportunity to file 
a background on such policy statements, and a rather short brief at a 
later date with the committee. 

Mr. Garuines. When could you get that brief in ? 

Mr. West. I can have it at the end of the week. 

Mr. Garutnes. That is very well. 

Are there any questions / 

(The data referred to above is as follows: ) 

S. Y. West & Co., 
Memphis, Tenn., March 16, 1960. 
Hon. E. C. GATHINGs, 


Chairman, Commodity Subcommittee on Cotton, Committee on Agriculture, 
House of Representatives, Washington, D.C. 

DEAR Mr. GATHINGS: Pursuant to permission granted when giving testimony 
before your committee during the hearing on cotton export subsidy program, 
I am enclosing a supplemental brief and request that it be made a part of the 
record of this hearing. 

I would also like to thank you for allowing me to appear before your committee 
in support of an equal opportunity for all areas to participate in the export of 
cotton. This is a matter of utmost importance not only to the present but also the 
future of our cotton economy in this area. You will, I think, be interested in the 
enclosed copy of Friday’s editorial on this subject in the Cotton Trade Journal. 

The only point of actual issue was the Department’s failure to implement the 
export subsidy program to provide equal opportunity for all producers to partic i- 
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pate. The Department which in the past has been quite ingenious in imple- 
menting many very difficult programs (including the “A” purchase and sales 
program ) became strangely void of talent when confronted with this relatively 
simple request. 

The only stated objection was that an adjusted export subsidy would, without 
proper policing, permit California cotton to move transcontinental by rail to 
South Atlantic ports for export without penalty, proper policing, thus would 
also be required under the present flat subsidy or any other subsidy mode ade- 
quate to move Southeastern and Central Belt production at competitive world 
prices. : ; 

The present PIK program does not therefore eliminate the point of objection. 
The Department’s implementation, which seeks to control movement by providing 
a subsidy adequate only in the West and Southwest is a strange solution. The 
current subsidy program only being a solution to the extent that it restricts the 
area in which the problem can occur and then ignores it. 

The inclosed additional brief merely enlarges in my short positive remarks 
before you as to (1) the present improper and expensive implementation, and (2) 
on my positive remarks as to their being other solutions. I hope it will tend to 
darify the basic issues. 

In the interim, it is somewhat ironic that the USDA who espoused the 
inequitable PIK program complained of and made possible the tactics of the 
opposition which prevented an orderly and proper development of the problems, 
should now be entrusted with making an impartial decision. Unfortunately, this 
leaves the inequity complained of unsolved and postpones the required solution 
until a later date. 

I hope you will not consider me unduly presumptious in reviewing the facts 
with you or that I have in any way infringed upon friendship in so doing. Your 
counsel and guidance is always most helpful to cotton, and it is always with this 
in mind that I come to you from time to time on such problems. 

If I may at any time reciprocate your many kindnesses, I stand ready to do so. 

Your very truly, 
S. Y. West, JB. 


ADDITIONAL DATA FOR HOUSE AGRICULTURE HEARINGS 


First, I would like to refer to Mr. Sabia’s statement that only 600,000 bales 
of California cotton would be exported this season. Statistics published by the 
Western Cotton Shippers Association covering the period of August 1, 1959 
through January 31, 1960, indicate that a total of 558,488 bales exported through 
California ports and an additional 161,099 bales of California and Arizona 
cotton moved to the gulf ports for a total of 699,916 bales through January 
31, 1960. 

I would further like to refer to that part of Mr. Hirsch’s testimony in which 
he illustrates how cotton from Fresno could move to the Atlantic seaboard for 
export under an adjusted subsidy without penalty and also to the Department’s 
statement that under an adjusted subsidy control of interior movement to the 
nearest port of exit would be required to prevent loss to the Government. In 
this connection, the following example of movement based on interior and ocean 
freight only might prove of interest when viewed in the light of an &-cent 
flat subsidy at all ports. 





Points 

Average freight, Fresno area to Los Angeles___._.._________.._____.___ Be 
IER TEI £0: ONODGsci 3 tinct nigw tin Ses Seta dadebetsn ehh dicen dhtie 170 
Dots: cost to. Wurone Vin Ee, AmB ia 0sa tee edt si wbctt ends 223 
Freight Fresno area to Houston-Galveston___________ Siahidctlisikin cdi enibabeitinli 166 
Speman rte to: Wate sos acerca, t creebicarisscsSsikek Seite 145 
Total cost to Europe via Houston-Galveston__.__._.__...-_-_______ 311 
Difference in favor of Los Angeles ($4.40 per bale)__....--___________- 88 


However, as approximately one-fourth of California-Arizona exports are now 
moving to Houston-Galveston, it is indicated that the measure of the 8-cent 
flat export subsidy is sufficiently high to permit such out-of-route movement and 
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yet compete in world markets. Therefore, insofar as California-Arizona cotton 
is concerned, the present subsidy can be said to be weighed by an incentive of 
additional profits to move cotton via California ports but does not preclude 
movement via gulf ports. This being true, then proper policing by the Depart- 
ment, to insure movement to the nearest port would, with an appropriately lower 
subsidy at California ports, still permit export sales in competitive world 
markets at a material saving to the Government. 

The axiom of an adjusted subsidy not minimizing internal movement without 
departmental policing would also seem to apply to the present flat subsidy which 
is at best an average subsidy adequate to cover the entire western production 
area, this being required in order to provide cotton exports equal to our fair 
share of export markets. 

If we must assume that it is the Department’s intention to continue the preg. 
ent subsidy as a pie to be divided among the several western areas, the necessity 
of policing movement to ensure the lowest movement cost and lowest subsidy igs 
still indicated if waste of Government funds is to be prevented. 

We would like also to point out that any subsidy adequate to move cotton 
produced in the Southeast through South Atlantic ports, at world competitive 
prices irrespective of whether based upon equal export price at all ports, a flat 
subsidy or an adjusted subsidy would provide a means of moving California- 
Arizona cotton transcontinental by rail to South Atlantic ports for export without 
penalty unless such movement were precluded by program implementation of 
the USDA. In point of proof, let us assume that the present S-cent flat subsidy 
at all ports is adequate to bridge the gap between prevailing domestic support 
price in the Southeast and world market prices. Would not the California 
shipper be in a position of shipping cotton bought at California domestic support 
price to the South Atlantic ports without penalty? Does not the same condition 
now prevail on California-Arizona cotton being exported through gulf ports 
where export subsidy is high enough to permit such movement without loss to 
the shipper? The fact that movements are not now taking place through South 
Atlantic ports is testimony only to the fact that the subsidy is so grossly in- 
adequate as to provide no subsidy at all, even for southeastern production. The 
arguments presented against the equitable adjusted subsidy therefore equally 
appy to the present flat subsidy. 

The Department’s espousing of the present inequitable &-cent subsidy and 
refusal to consider an equitable adjusted subsidy, providing all areas equal 
opportunity to export, seems to be one not based upon proper principles but one 
of policy providing convenience in administration. 

Based upon the old maxim that “Where there is a will there is a way,” we 
suggest that through proper implementation (precluding out-of-route movement 
through unnatural ports of exit in order to secure higher subsidy), there are 
several methods which will provide equal opportunity for all producing areas 
to participate in the export of U.S.A. cotton. The keynote of such implementation 
is that each “proof of export” require a warehouseman’s affidavit as to the area 
of production of cotton being shipped for export and that no subsidy be allowed, 
irrespective of actual port of export, which would be greater than the subsidy 
applicable from the area of production through the port of normal movement. 
The principle of accepting affidavits, which can be verified, finds precedence by 
their use in the implementation of equally difficult provisions of other programs. 

A desire on the part of the Department plus a willingness to accept as equitable 
the principle of equal opportunity to export for all areas is all that is required 
to overcome the problems complained of in connection with the proposed adjusted 
subsidy at minimum cost to the Government; or if the Department preferred it 
would also permit the establishment of a competitive sales or PIK program 
based on equal export price at all ports. 

We sincerely hope that after properly weighing all aspects of the problem, 
fairness and justice will prevail and the corrective action requested will be 
granted. 


ARTICLE FROM CoTTON TRADE JOURNAL, MARCH 11, 1960 


(By Seton Ross) 


In the discussion this week at Washington of the proposal to equalize the 
export price of cotton at the ports by means of a variable subsidy, the Depart- 
ment of Agriculture avoided taking a positive position pro or con as far as the 
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principle involved is concerned. A Department spokesman merely indicated that 
if the proposal were found to be equitable, the official reaction would be to 
adjust the situation by making the loan value of cotton equal at all points. 
hat, for the present, disposed of the issue. But several interesting ques- 
tions offer themselves in this connection: Where does the Department’s responsi- 
bility lie with reference to the export program? Is it confined to setting a 
competitive export price with a view to securing a fair share of the world 
market for U.S. cotton—with no concern for the source of the cotton? Is there 
a double objective—to obtain a fair share of the world market through a com- 
petitive export subsidy and at the same time reduce Government-owned stocks 
as much as possible? Or does the double objective, if there is one, include the 
protection of the interest of all producers throughout the belt equally? 

These questions are raised, not for their immediate practical importance, but 
for their academic interest. For the issue raised by the Atlantic Cotton As- 
sociation, while shelved, is merely dormant. It will, like Banquoi’s ghost, walk 
again. 

Cotton has been moved in volume under a number of export programs. In 
the first surplus disposal program a million bales of short staple cotton were 
sold; this program required export of the identical bale bought from the CCC. 
Then came the competitive sales program, in which substitution was allowed. 
Now we have the PIK program. So cotton can be moved out of the country into 
world markets under a variety of programs. 

Another interesting question that occurs, in view of the Department’s stand, 
is this: Does or does not an export program necessarily relate to a domestic 
loan program? If the eastern grower’s loan were reduced, or the western grow- 
er’s loan raised, would the result not be that the farther west cotton is grown, 
the more it would tend to be locked out of domestic consumption and pile up in 
storage—the same as southeast cotton is now locked out of the export market 
and accumulates in warehouses? 

Testimony on this issue was governed solely by the particular witnesses’ per- 
sonal interest. There was no pitting of one segment of the industry against 
another, as often happens. Shipper opposed shipper, and producer contended 
with producer. In the case of shippers, while the southeast sector of the trade 
was unanimously for the proposal, those from the Central Belt were split in 
their views—depending on the scope and flexibility of their operations. For ex- 
ample, a Memphis shipper who could just as easily buy western cotton vigorously 
opposed the bid for the variable export subsidy, while one whose operations were 
more localized supported it with equal zeal. 

It was all summed up with precision by our Lord when he said to his disciples, 
as reported in the Gospel according to St. Luke 12: 34: “For where your treas- 
ure is, there will your heart be also.” 

Mr. Hagen. You are very obviously an expert on the subject. You 
could get even more sophisticated on this subsidy differential. You 
could even include differentials as to grades and the qualities of the 
cotton so as to achieve the kind of equity you visualize; is that not 
correct ¢ 

Mr. West. If the Department and the Government felt that the ex- 
isting loan support program should go in that direction, yes, it could 
be carried on indefinitely. 

M. Hagen. It would give an opportunity to sell to even the least 
wanted grades. 

Mr. West. I do not think I quite follow you. 

Mr. Hacen. I mean that logically you are suggesting an equal op- 
portunity for the low-grade cotton. 

Mr. West. I did not mention any opportunity for grades. I said 
all grades. 

Mr. Hacen. I said, to be sophisticated in this area of equity, in the 
subsidy program, would not export subsidy favoring low grades be 
a logical step ? 

Mr. Wrst. Mr. Hagen, could I ask you if the subsidy is designed to 
move the surplus to production? If that is true, then there certainly 
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should be something designed to move all unused cotton on an equal 
basis. I am in both the domestic and the export business. I find that 
the American cotton mill takes what it needs. And conversely, what 
is left must be what the American cotton mill for one reason or an- 
other, because it is low or high grade, does not prefer, and probably 
would be exported. 

Inherently, the unused cotton that is left over should be in the ex- 
port market, ‘because it is sur plus. The surplus is what is not used in 
this country. 

Mr. Hacen. Let us assume that you are dealing with only one State, 
all cotton in that State would not move equally within our export, 
would it? 

Mr. West. Based on its supply and demand, yes, sir. 

Mr. Haagen. There are different demands. Some cotton would be 
more preferable. 

Mr. West. That is quite correct, Mr. Hagen, but this is a marketing 
question. I agree with your premise, insofar as marketing is con- 
cerned, but to the extent of the artifici: ility created by the Government 
loan program which starts at grades, they have gone ‘the way you have 
outlined on the domestic program. To whatever extent the Govern- 
ment artificially adjusts the internal price—then a subsidy to that 
extent only should be adjusted for the export. If they want to give 
five grades between Middling and Strict Low, I quite agree that the 
subsidy would, also, be equally complicated. 

Mr. Hacen. I do not mean to argue with you at all. On page 2 of 
your statement, at the bottom, you say: 

Since the domestic support is based on producer's ability to sell his cotton to 
the Government, to a merchant, or to a mill at equal price at the mill door 
regardless of the area of production, and since a separate export subsidy pro- 
gram directs that merchants have opportunity to sell cotton so purchased into 
world markets at competitive prices, the two are only unrelated insofar as the 
volume of offtake is concerned and has no relationship to the internal support 
price. 

I assume you are saying there that so far as the domestic support 
is concerned, all cotton is treated equally. How can you state that 
California is treated equally, when we have to bear a freight cost re- 
flected in lower loan levels. 

Mr. West. Could California cotton be produced only to be sold to 
the Government and never a bale consumed? I thought the fact was 
that since 1940 there had been no objection—at least that I could 
find voiced against the loan differentials which first were adminis- 
trative, and I understand later were made more or less a directive. 
It must have been with compliance of the producers who wanted the 
opportunity to compete for markets. 

Mr. Hagen. I think that the whole basic philosophy of the omnes 
program is involved. I think that California has been more willing 
to accept some of the risks, to sell their cotton at a somewhat lower 
price, in order to have a market for it. 

Mr. West. Then you agree as to the location differential. It is 
only a question of the level. 

Mr. Hacen. If you mean equal Government handout, I would say 
that would not be true. 

Mr. West. Was not the location differential in existence ¢ 
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Mr. Hagen. They might be persuaded to sell their cotton to the 
Government, also, but they do not think that program would last too 
long. They sell their cotton where there is some opportunity for 
price. j 

Mr. West. Is it correct, though, sir, that the result of the present 
lack of parallel between the two programs possibly results from the 
fact that the California cotton sells for so many cents per pound, as 
Mr. Hirsch and you agreed, at the location above the cotton grown 
elsewhere ? 

Mr. Hagen. California quality superiority represents a lot of effort 
on the part of the farmer, the State, and the Department of Agricul- 
ture. 

Mr. West. Yes, sir. 

Mr. Hagen. That is the result of a major effort on the part of the 
farmers and not a gift of providence. 

I do not have any more questions. 

Mr. Garnines. We have another rollcall, but let us proceed with 
another witness first. 

The next witness is Mr. David Maybank, a cotton merchant of 
Charleston, S.C. I understand that you are related to the former 
Senator. 

Mr. Maypank. A first cousin. 

Mr. Garuines. We are glad to have you here and to hear from you. 


STATEMENT OF DAVID MAYBANK, CHARLESTON, S.C., PRESIDENT, 
CHARLESTON COTTON EXCHANGE 


Mr. Maysank. Mr. Chairman and gentlemen of the committee, 
my name is David Maybank, of Charleston, S.C. I am president of 
the Charleston Cotton Exchange. 

Expressing myself in a few words, what we are asking for is that 
our farmers have two outlets for their cotton—namely to the domestic 
mill and for export. 

Under the present arrangement, the flat export subsidy of 8 cents 
gives the far western ports an advantage to the extent of the lower 
resale price by the CCC. These western areas have the advantage of 
selling to both domestic mills and as export. The farmers in the 
Southeast can only sell to domestic mills. 

There are conditions, due to weather in the rain-grown areas, that 
a percentage of the southeastern crop is not wanted by the domestic 
mills and the farmer has by necessity to tender it to the CCC loan. 

In 1955 it had backed up to such an extent—that is, this unwanted 
cotton by the domestic mills—that the CCC resorted to exactly what 
we are asking for, an adjusted subsidy making all export cotton 
available at all ports at the same minimum price. 

Mr. Garutnes. Thank you so much, 

Are there any questions ? 

Mr. Maybank, you have made a very comprehensive and to-the- 
point statement. 

[ am just now wondering how we will wind this meeting up, because 
of the lateness of the hour. 

How many of you will be satisfied filing your statements, or would 
you prefer to be heard? How many will file their statements ? 
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Mr. Donatp J. May. I will. 

Mr. Garuines. Are you a proponent or an opponent ¢ 

Mr. May. I am an opponent. 

Mr. Garuincs. Your statement will be made a part of the record at 
this point. 

(The prepared statement of Donald J. May, the American Cotton 
Manufacturers Institute, Inc., is as follows :) 


STATEMENT OF DONALD J. MAY OF THE AMERICAN COTTON MANUFACTURERS 
INSTITUTE, INC. 


Mr. Chairman and gentlemen of the committee, the American Cotton Manufae- 
turers Institute appreciates the opportunity to file this statement on cotton 
problems. 

Over the past several years there has been a concerted effort on the part of 
many leaders in different segments of the cotton industry to make cotton more 
competitive. The Agricultural Act of. 1958 made provision for U.S. cotton to 
move toward a more competitive position at home and abroad. To be sure, some 
problems in the marketing of cotton have developed and will likely occur in 
certain areas in the future in some segments of the cotton industry under the 
administration of a two-price system for cotton. 

Difficulties that arise in the administration of cotton programs must always be 
evaluated against the industrywide recognition that cotton’s ability to expand its 
markets is closely geared to the factors of research, promotion, supply, .nd price. 
This requires a high degree of cooperation among the many segments of the 
domestic cotton industry, including U.S. textile mills, which consume two bales in 
three of the U.S. cotton crop. A complex and interrelated production and 
marketing system has been established through the years to move cotton from 
the farm to U.S. mills and foreign ports. A flat raw cotton export subsidy is 
now a part of this marketing system. 

A proposal has been made to change this flat rate export subsidy on raw 
cotton to a variable or graduated subsidy. Such a variable subsidy would be 
designed to adjust export subsidy payments on cotton in such a way that all 
cotton-producing areas would be placed on the same competitive basis in export 
markets. Specifically, the proponents of the variable export subsidy are attempt- 
ing to have cotton produced in different regions of any area move out for export 
through local ports to foreign ports at the same landed prices. 

An analysis of the major factors that make up landed cotton costs abroad will 
show that the present flat raw cotton export subsidy paid under the cotton ex- 
port program does not cause the differences in foreign landed costs. Indeed, 
such differences would exist if there were no export subsidy payments made on 
raw cotton, and cotton was sold in a free market. 

Insurance, handling costs, et cetera, do not differ greatly among U.S. ports. 
Freight rates from eastern ports and western ports to a common foreign desti- 
nation are not necessarily equal. Of course, such differences in ocean freight 
rates exist independent of U.S. cotton export policies. Any changes in these 
rates would not depend on export subsidies on cotton. 

Under the current cotton programs, the U.S. Government's choice B resale 
prices for cotton are in indirect reflection of price competition and marketing 
differences which are reflected directly in the Government's choice A purchase 
prices for cotton. The choice A purchase prices for various qualities of cotton 
reflect the Government's loan differentials which are developed from market 
experience. The choice A purchase program also makes allowance for cotton 
produced in different geographic locations. 

In the 1959-60 crop year, under a support level of 80 percent of parity, the 
xovernment’s purchase rate for Middling 1-inch choice A cotton at average loca- 
tion was 34.10 cents per pound. For cotton purchased in the concentrated mill 
area of the Carolinas, the Middling 1-inch purchase rate is 101 points per pound 
higher, or 35.11 cents per pound. The choice A purchase rate for Middling 
1-inch cotton in Arizona and California is about $3.95 per bale or 79 points per 
pound less than the average purchase rate of 34.10 cents per pound. The 101- 
point higher purchase price over the base and the 79-point lower purchase under 
the base reflect the freight rate between the two areas. 

The loan and/or sales differentials have been developed historically through 
competitive circumstances, since the major portion of the cotton crop has moved 
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into domestic consumption. The support or purchase prices allowed cotton pro- 
ducers at different locations across the Cotton Belt have traditionally recog- 
nized market differences. These facts have resulted in higher support levels for 
farmers in the eastern Cotton Belt than for western producers. 

In order to price cotton equally at all U.S. ports, it thus seems obvious that 
a fundamental change in the Government’s support program would have to 
pe made to eliminate or level out any adjustments from the average location 
base price of 34.10 cents for Middling 1-inch cotton. If a flat payment of 34.10 
cents per pound for all cotton producers, regardless of location, became the 
basis for payment rates under the choice A purchase program, it would reduce 
the current support price to farmers in the concentrated mill area of the Caro- 
jinas by 101 points per pound, or about $5.05 per bale. 

If an attempt is made to price cotton equally at U.S. ports through the use 
of a variable export subsidy with no change in the existing loan differentials, this 
would undoubtedly create demands for readjustment in these differentials since, 
to illustrate, California cotton producers would not receive a subsidy equivalent 
to eastern producers. 

There is no reason to believe that a change from a flat to a variable subsidy 
on raw cotton exports would increase the total volume of U.S. cotton moving into 
foreign trade. 

To the contrary, since a variable export subsidy would change the traditional 
market patterns, it would introduce new elements of uncertainty into cotton’s 
future. The cotton industry, operating under statues which require a two-price 
system, is already suffering heavy losses of markets from competitive fibers, and 
it ean ill-afford any new disruptive factor which would further destroy confi- 
dence in the ability of cotton to retain a competitive pattern. 

Under the two-price system some segments of the cotton industry are oper- 
ating under heavy penalty, but preservation of competitive relationships has 
been effected to a great extent under the circumstances of artificial pricing 
of cotton. If such relationships are to be materially revised on such a premise 
as that now being suggested, the entire cotton marketing system in the interest 
of producers and all concerned must be given a thorough study and all ad- 
vantages and disadvantages considered. 


Mr. Gatuines. We will next hear from Mr. John P. Benson of 
Fresno, Calif. 
We will be glad to hear from you now. 


STATEMENT OF JOHN P. BENSON, FRESNO, CALIF., COTTONGROWER 


Mr. Benson. Mr. Chairman and members of the committee, my 
name is John P. Benson of Fresno, Calif. I have been a cotton- 
grower for many years, and previous to that I was a farm .adviser 
in Fresno County. 1 am the president of the Western Cotton Grow- 
ers Association of California. 

With your permission I wish to preface my remarks with a few 
sentences about the American farmer. The American farmer who 
had produced an abundance of food and fiber, deserves the thanks of 
this whole Nation and indeed of the world. It was he who, during 
World War II, met every production goal and every demand made 
upon him by our Government on behalf of our people, our Armed 
Forces, and those of our allies, and the hungry of the whole world. 

It is he, today, who, through this great production has made it 
possible for the American consumer to eat better and to eat more 
than in any other period of our national life and far beyond that 
of the rest of the world. 

Whatever may be the right or wrong of the farm program, and 
whatever may be the changes that many propose eitine as friend 


or foe of the farmer, I want to go on record as believing that the 
American farmer deserves the grateful thanks of this Nation for 
which he is providing the food and fiber so well and of those others 
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throughout the world who are eating better because of his produe- 
tion. 

If we have problems of agricultural overproduction, gentlemen, 
let. me say that these are but small compared to those countries where 
millions are literally starving because their farmers have not produced 
as ours have. 

Now to the specific matter on hand. Cottongrowers in California 
have already prepared their lands, purchased their machinery, ar- 
ranged their financing and their plans, and other crops for this year 
1960. California cottongrowers will produce this year, under these 
plans they have made, over 2 million bales of cotton and 85 percent 
of it will be Choice B cotton, which will be sold on the open market, 

Perhaps one-half of this cotton will be sold abroad in markets 
which have been developed over a period of many years for the kind 
of cotton which we grow. The export markets, particularly in the 
Far East, have been built up for California cotton, due both to the 
quality and to our geographical location. The large export sales 
have made possible large domestic sales from other areas. The pro- 
posal which is now being made, that the export subsidy on west coast 
cotton be dropped while the export subsidy on Atlantic cotton re- 
main the same, would have but one effect: It would beat down the 
price which the California growers would receive on the free market 
in this country and abroad by disrupting and perhaps completely de- 
moralizing the free market for our cotton. It would thus cripple the 
cottongrowers of the West who over the last decade have constantly 
worked to sell their cotton in the free market. , 

Not only do I object to the change of our export subsidy on this 
ground but I also object to it as a changing of the rules in the middle 
of the game. Our growers have made their plans months ago to 
produce their cotton for the free market. It would be a travesty of 
justice if at this time the Government would destroy by discrimina- 
tory action that free market. 

I further believe that when agriculture and the farm program 
generally is under serious attack from powerful vocal segments of 
our Nation, it would be a serious mistake in public relations for all 
cottongrowers in all parts of the Nation to have their Government 
penalize those who wish to produce for the free market. 

I am a farmer, not a cotton buyer nor a cotton shipper, and I am 
not familiar with all the facts and figures and technical details, but 
I do know this: The farm export program has been working well. 
We have been gaining back the markets which we lost while we were 
holding the umbrella over foreign producers. I believe it would be 
a great mistake to complicate that program by discriminatory action 
which would destroy the markets which our growers have built up 
over all these years, and which in my opinion would not increase the 
total cotton export of the Nation 1 bale. 

I was much interested in the presentation of the gentlemen from 
the East. As I have not had time to study it properly, I hope it will 
be possible for me to submit for the consideration of this committee a 
specific answer to their statements with appropriate figures. 

Mr. Garutncs. Would you require 10 days to make that statement? 

Mr. Benson. If IT could mail it to the committee, it would be all 
right. 
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Mr. Garuines. If you are going to take your time to look over the 
proponent’s testimony, I do hope “that you will not take 10. days. 

Mr. Benson. I said within the next 10 d: Lys. 

Mr. Garurnes. Very well. Thank you. 

Are there any questions ¢ 

Mr. Hagen. No. 

Mr. Garuines. We will have to go and answer the rolleall. If 
you will bear with us, I believe that we can get through by 6 o’clock 
and finish up the list of witnesses. The Department wants to act. 
They are entitled to act. I think that we ought to wind up this 
hearing, because many of the witnesses have come long distances. 

(A brief recess was taken. ) 

Mr. Garuincs. The committee will come to order. 

I have a letter from Congressman Boggs, attaching telegrams from 
the Board of Commissioners, Port of New Orleans, signed by Harold 
W. Roberts, president; another telegram addressed to Mr. Boggs 
from W. F. Riggs, Jr., executive vice president, Chamber of Com- 
merce of the New Orle: ans area. 

Another telegram addressed to Mr. Boggs from the Port of New 
Orlesns, signed Harold Scherer, president, the N New Orleans Board of 
Trade, Ltd. 

Another teleeram addressed to Mr. Boggs from Louis A. Schwartz 
of the New Orleans Tropic and Transportation Bureau. 

They will be made a part of the record at this point. 

(The letters and telegrams follow :) 

CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D.C., March 8, 1960. 
Hon. FE. C. GATHINGS, 
Chairman, Subcommittee on Cotton, Committee on Agriculture, House of Repre- 
sentatives, Washington, D.C. 

Deak Mr. CHAIRMAN: On behalf of Senators Allen J. Ellender and Russell B. 
Long and Representatives F. Edward Hébert, E. E. Willis, T. A. Thompson, 
Harold MeSween, and myself, I should like to call to the attention of your sub- 
committee the enclosed telegrams which have been received in protest of the 
proposed cotton export subsidy for the South Atlantic ports. 

We would greatly appreciate your consideration of the views expressed in the 
attached messages, and would also appreciate your making them a part of the 
record of your hearings. 

With kind regards, I am 

Sincerely, 
HALE Boaes, Member of Congress. 


NEW ORLEANS, LA., March 7, 1960. 
Hon. HALE Bosges, 
House of Re presentatives, 
Washington, D.C.: 


Request your active assistance in opposition to proposal by South Atlantic 
port interests for export cotton subsidy varying between ports with highest 
to South Atlantic and lesser to gulf and Pacific ports. Consider proposal dis- 
criminatory and unjust to New Orleans and other gulf ports, disruptive to normal 
trade and transportation patterns and established business interests, and an 
unwise precedent. Respectfully urge Department of Agriculture policy on ex- 
port cotton subsidy maintaining all ports on equal basis. House subcommittee 
under Representative Cooley scheduled Tuesday, 2 p.m. Cooperation will be 
appreciated and in best interest of all ports in gulf. 


BoaArD OF COMMISSIONERS, Port oF NEW 
ORLEANS, 
Haroip W. Roserts, President. 
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New ORLEANS, La., March 4, 1960. 
Hon. HALE Boe6s, 
House of Representatives, Washington, D.C.: 

Delayed announcement by the Department of Agriculture covering exports anq 
subsidy on export prices on cotton with a view of agreeing to higher subsidy at 
request certain interests from South Atlantic ports than from gulf ports is, {p 
our opinion, unjust discrimination against the port of New Orleans and other 
gulf ports. We, therefore, urge you to request the Department of Agriculture 
to maintain a policy on export cotton subsidy which will mean that all ports 
will be on an equal and competitive basis. Your handling along these lines wil] 
be appreciated and we firmly believe will be in the interest of all using the 
Port of New Orleans as Well as other ports in the gulf. 

W. F. Riaes, Jr., 
Ezrecutive Vice President, 
Chamber of Commerce of the New Orleans Area, 


New OrLEANS, La., March 4, 1960, 
Hon. HALE BoaeGs, 
House Office Building, Washington, D.C.: 

Delayed announcement by the Department of Agriculture covering exports and 
subsidy on export prices on cotton with a view of agreeing to higher subsidy 
from South Atlantic ports than from gulf ports at request certain interests is, in 
our opinion, unjust discrimination against the port of New Orleans and other 
gulf ports. We, therefore, urge you to request the Department of Agriculture to 
maintain a policy on export cotton subsidy which will mean that all ports will 
be on an equal and competitive basis. Your handling along these lines will be 
appreciated and we firmly believe will be in the interest of all using the port 
of New Orleans as well as other ports in the gulf. 

HAROLD SCHERER, 
President, the New Orleans Board of Trade, Ltd. 


NEw ORLEANS, LA., March 7, 1960. 
Hon. HALE BoaGs, 
House Office Building, Washington, D.C.: 

Understand South Atlantic port interests suggesting variable subsidy export 
cotton which if approved would accord these ports advantage over gulf ports. 
Further, adoption this program would set dangerous precedent and possibly lead 
to other artificial attempts overcome transportation disability. Respectfully 
urge present uniform export subsidy account all ports be continued. 

Louis A. SCHWARTZ, 
New Orleans Traffic and Transportation Bureau, 


Mr. Hagen. Are they for or against it? 

Mr. Garutneés. They are against it. 

I also have a letter from Congressman Hosmer, of the 18th District 
of California, which I should like to insert in the record at this point. 

And a letter from Harvey Adams, West Memphis, Ark., addressed 
to me, and a telegram to me from the Plains Cotton Growers, signed 
by George W. Pfeitfenberger which states: 

Respectfully submit following statement to be read as testimony in your hear- 
ing today. Plain Cotton Growers representing 20,000 cotton producers on 
Texas high plains vigorously oppose location differential in export subsidy pro- 
gram. Believe it unfair since we already have location differentials favorable 
to the Southeast end of domestic price supports. It is also complicated and 
difficult to administer. Export program working well and disposing of surplus. 
We believe it unwise to upset its smooth operation. Thank you for your consid- 
eration. 

That will be made a part of the record. 

I have a telegram from Edward H. Bush, executive vice president 
of the Texas Cotton Ginner’s Association, which states : 


k 
ni 


Hi 


co 
mi 
wi 
Be 





nd 

at 

in 
er 
ire 
rts 
vill 
the 


ind 
idy 
, in 
her 
to 
vill 

be 
ort 


ort 
rts. 
ead 
ully 


Me 


rict 
int. 
sed 
ned 


ear- 

on 
pro- 
able 
and 
lus. 
isid- 


lent 





COTTON EXPORT SUBSIDY PROGRAM 49 


The Texas Ginner’s Association strongly opposes the proposed export subsidy 
jocation differentials. Such regulation is administratively unworkable, un- 
necessary, and unreasonable. Please register our opposition to its proposed 
change in your hearing. 

That will be made a part of the record. 

I have a telegram from Foy Etchieson, president, Arkansas-Mis- 
souri Trade Association, which states: 


Speaking for members of the Arkansas-Missouri Cotton Trade Association, 
the association’s executive committee has today voted an opposition toa variable 
export subsidy. We respectfully ask that you present these views to meeting of 
cotton subcommittee Tuesday, March 8. 


That will be made a part of the record. 
I have a telegram from B. F. Smith, executive vice president, Delta 
Council, which states: 


Regret not possible to attend cotton subcommittee hearing March 8. As a 
matter of equity, cotton export subsidy should provide all areas of production 
an equal opportunity to participate in export programs. This could be accom- 
plished by adjustment of subsidy so that cotton may be exported from U.S. ports 
on a competitive basis. The price support program recognizes this principle for 
the domestic market and provides for adjustment to location of production based 
on the rail transportation differential to the mill area; also, 1956 export pro- 
gram was initiated on the principle that all areas should have equal opportunity 
to export. We further understand that wheat exports are handled in this man- 
ner. Adjustment to port will not penalize any area of production, but would 
correct inequity in the present program. 


That will be made a part of the record. 
I have another telegram from B,. J. Caughlin, general manager, 
Port of Los Angeles, which reads: 


We understand that your subcommittee will consider at hearing March 9 es- 
tablishment of subsidy differential on cotton exported which will favor ship- 
ments from the east coast. Favorable consideration such subsidy contrary to 
establish a procedure is extremely detrimental to western cottongrowers, 
shippers and west ports. We respectfully urge that no change be made in 
existing subsidy differential on cotton exports. 


That will be made a part of the record. 
I have another telegram from William K. Love, president, New 
York Cotton Exchange which reads: 


Regarding hearings to Tuesday, March 8, at 2 p.m., before Cotton Subcommit- 
tee of the House Agricultural Committee on the question of variable subsidy 
for cotton exports. We question whether proper time has elapsed for sufficient 
study on this very complicated subject and suggest that all aspects of this 
matter be thoroughly investigated before present procedure of operation be 
changed. 


That will be made a part of the record. 
(The documents referred to follow :) 


CONGRESS OF THE UNITED STATEs, 
HOvwsSE OF REPRESENTATIVES, 
Washington, D.C., March 7, 1960. 
Hon. B. C. GATHINGS, 
Chairman, Subcommittee on Cotton, House Agriculture Committee, House of 
Representatives, Washington, D.C. 


DeaR CHAIRMAN GATHINGS: I am in receipt of various letters and telegrams 
concerning the hearing scheduled for Tuesday, March 8, before your Subecom- 
mittee on Cotton, at which time an amendment on the subsidy of export cotton 
will be considered. I am told this proposal was submitted to you by Mr. J. O. 
Baker, director of the Atlantic Cotton Growers, Atlanta, Ga. 
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It is my understanding that the southeastern cottongrowers are proposing to 
change the subsiuy on a regional basis and the western cottongrowers state that 
to change it now would be unfortunate and detrimental to their interest. 

I wish to express strong objection to the proposal and request that my Objec- 
tion be made a part of the committee's record. 

Sincerely yours, 
Craig HosMeEr, Member of Congress. 


AGRICULTURAL COUNCIL OF ARKANSAS, 
West Memphis, Ark., March 2, 1960. 
Hon. F. C. GATHINGS, 
New House Office Building, Washington, D.C. 

Dear Took: I am informed that under the present export subsidy program 
shippers of west coast cotton have some $6 per bale advantage over shippers of 
cotton in eastern Arkansas. It seems to me that this is an unfair advantage 
which aife ts cotton producers in Arkansas. 

With best regards, I am, 

Sincerely, 
HARVEY R. ADAMs, 


Mr. Garurnecs. I would like to ask unanimous consent to insert in 
the record any correspondence that the chairman, Mr. Cooley, may 
have received. Hearing no objection, that is ordered. : 

(The telegram and correspondence referred to received by the Hon- 
orable Harold D. Cooley, chairman, are as follows :) 


GULF Ports ASSOCIATION, INC., 
Vobile, Ala., March 23, 1960. 
Congressman HARoLp D. Coo.Ley, 
Chairman, House Committee on Agriculture, 
House of Representatives, Washington, D.C. 

DEAR CHAIRMAN CooLEY: On March 4, the Gulf Ports Association, comprising 
practically all of the U.S. ports on the Gulf of Mexico, meeting in regular ses- 
sion, unanimously opposed the principle of variable export subsidy rates on 
cotton, and instructd the secretary to wire you to that effect. 

This will therefore contirm our telegram to you of March 4, which read as 
follows: 

“Gulf Ports Association in session today opposed the principle of variable 
export subsidy rates on cotton.” 

Your very truly, 
L. A. PARISH. 


PoRT OF SAN DIEGO AND LINDBERGH FIELD AIR TERMINALS, 
San Diego, Calif., March 8, 1960. 
Hon. JAMES B. UTTtT, 
House of Representatives, 
Washington, D.C. 

DearR Sirk: The port of San Diego respectfully requests the privilege of sub- 
mitting this statement to the Cotton Subcommittee of the House Agriculture 
Committee, which is presently considering drastic changes in cotton price sup- 
ports. 

To allow price supports to be established on a geographic basis is in direct 
conflict with normal practices and would provide a differential of approximately 
114%4 cents per pound on cotton shipped via gulf or east coast ports under that 
allowed for cotton moving through west coast ports. Such action would be 
preferential to the cottongrowers and shippers in the southeastern and southern 
portion of the United States, and extremely prejudicial to their counterparts in 
the west and southwestern areas, particularly insofar as California and Arizona 
cotton is concerned. 

It is our understanding that the Commodity Credit Corporation’s export 
subsidy on upland cotton is presently based at 8 cents per pound for all eligible 
receivers of subsidy. Should an equalization of export subsidy based on freight 
differentials be allowed, the net effect would be to reduce the export price on 
southeastern cotton and increase the export price for western cotton. The port 
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of San Diego can see no justification for increasing the export price of Cali- 
fornia cotton and reducing the price for southeastern cotton, particularly when 
we realize that California cotton is presently having a difficult time in competing 
with foreign growths. 

The port of San Diego is in direct competition with the foreign ports of En- 
senada, Baja, Del Norte, California, Mexico. Mexican growths of cotton in the 
Maxicali Valley area, which is immediately adjacent to the Imperial Valley of 
California, consistently sells for 1 to 2 cents per pound under California growths. 
For our own Government to impose, by legislation, further prejudicial treatment 
to California cotton by placing California cotton at approximately 114 cents per 
pound isadvantage in the selling price over other growths within the United 
States is unjust, unreasonable and unduly discriminatory. 

Congress has repeatedly, in many acts, made it unlawful “to make or give 
any undue or unrez sonable preference or advantage to any particular locality, or 
description of traffic in any respect whatsoever, or to subject any particular per- 
son, locality, or description or traffic to any undue or unreasonable prejudice or 
disadvantage in any respect whatsoever.” 

Many millions of dollars of Federal funds have been expended in the develop- 
ment of various ports in California to provide the facilities to handle the water- 
porne commerce of the United States. It is difficult to conceive that after these 
expenditures by Congress that legislation would even be considered which would 
disrupt the normal flow of commerce through these ports through preferential 
legislation. 

The port of San Diego after due consideration is unalterably opposed to any 
proposed changes in the export subsidy rates which would cause a differential to 
exist between that cotton grown and shipped through southeastern or gulf ports 
and that cotton grown and shipped through western ports, since the net effect 
would be detrimental to the development of commerce of the United States. 

Respectfully submitted. 

JOHN BATE. 


Los ANGELES, CALIF., March 7, 1960. 


Hon. Haroip D. Coo.ey, 
Chairman, House Agricultural Committee, 
House Office Building, Washington, D.C.: 


Un’erstand Cotton Subcommittee of House Agricultural Committee holding 
hearings tomorrow with view reducing export subsidy on cotton shipped from 
Pacific Coast. This would be detrimental to west coast shippers, ports and 
steamship lines and consider it improper upset established relationships par- 
ticularly on short notice strongly urge vigorous action maintain present status 
quo. 

T. R. STetrson, 
Director of Exports, United States Borax & Chemical Corp. 


CoLuMBIA, S.C., February 26, 1960. 
Harotp D. Coorry, 
House of Representatives, Washington, D.C.: 
Agree with Atlantic Cotton Association’s request for variable subsidy at all 
ports. Urgently requests your serious consideration. 
WILLIAM L. HARRELSON, 
Commissioner of Agriculture. 


OKLAHOMA City, OKLA., March 7, 1960. 
Congressman HAroLp D. CooLry, 
House Office Building, Washington, D.C.: 

The Oklahoma State Cotton Exchange in annual convention March 5 by unani- 
mous vote instructed its president to advise you that this exchange is opposed 
to varying export subsidies at the port. 

ELwoow HopkKIns, 
President, Oklahoma State Cotton Exchange. 
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NEW YorK, N.Y., March 7%, 1960. 
Hon. HARo_p CooLey, 
Chairman, House Committee on Agriculture, 
Washington, D.C.: 

Hope very much that export subsidy for next season can be announced with. 
out delay. This is of great importance so that trade can proceed with sales to 
foreign markets. Variable export subsidy based on location differentials is 
complicated question which affects each part of Cotton Belt differently anq 
should be given very careful study before use. Any change in operation of 
export subsidy would unsettle foreign markets and it would probably be many 
weeks before buying would be resummed. ‘ 

Respectfully, 
Hvuco N. Drxon, 
Chairman, Geo. H. McFadden & Bro. Inc. 


oe 


LonG BEACH, CALIF., March 4, 1960. 
Hon. Haroip D. Coo.Lry, 
Chairman, House of Representatives, Agriculture Committee, 
House Office Building, Washington, D.C.: 

Information has reached us that your committee or a subcommittee has 
scheduled for Tuesday, March 8, a hearing to consider an amendment on the 
subsidy on export cotton apparently for the purpose of creating a differential 
progressively reduced to the westward from Carolina shipping point. The 
authorities of the port of Long Beach desire that you and all members of the 
committee know that we are opposed to any change whatsoever in the subsidy 
on export cotton which would create a differential between ports. 

CHARLES L. VICKERs, 
General Manager, Port of Long Beach. 


MoNTGOMERY, ALA., March 4, 1960. 
Congressman GEORGE M. GRANT, 
House Office Building, Washington, D.C.: 

Urge your using your influence with Department of Agriculture in favor 
proposal equalizing cotton export subsidy to location differentials to put Ala- 
bama cotton on equal export basis other growths. 

CLARK BOWLING & CANDLER. 


MONTGOMERY, ALA., March 4, 1960. 
Hon. GeorGE M. GRANT, 
U.S. Congressman, House Office Building, 
Washington, D.C.: 

Urge your support proposal equalizing cotton export subsidy to location differ- 
ential, thus affording Alabama cotton equal chance other growths for export. 
Rosert S. WEIL, 
Weil Bros. Cotton, Ine. 


Mr. Garuinas. Our next witness is Mr. James S. Francis, Sr. 


STATEMENT OF JAMES S. FRANCIS, SR., COTTONGROWER, PHOENIX, 
ARIZ., MEMBER, ARIZONA COTTON GROWERS ASSOCIATION 


Mr. Francis. Mr. Chairman and gentlemen, my name is James S. 
Francis, Sr. I am a cottongrower from Phoenix, Ariz., and a mem- 
ber of the board of directors of the Arizona Cotton Growers Asso- 
ciation. 

I appreciate the opportunity of being heard by the committee on 
this matter, which is of vital importance to Arizona cottongrowers 
and to the whole cotton industry of the Nation. I regret that I had 
but 1 day’s notice in Arizona about this hearing. 
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By way of a general statement, permit me to say that the export 


program for 1959, in my opinion, has been eminently successful as 
it is. It has reestablished the competitive position of U.S. .cotton 


throughout the world. It is my feeling that it should be continued 
without any change. Pe 

This program has helped all cottongrowers throughout the Nation, 
It seems to me that it would be a mistake at this time to create un- 
certainties in the minds of foreign buyers about the determination 
of our Government. to carry on a consistent export pricing program. 

The proposal made by the gentleman from the Southeast area is, 
as I see it, a very complicated one. 1 wish that I had had more time 
to study this proposal in more detail. However, with only 1 day’s 
notice in advance this has been impossible. 

In view of the fact that our export program has materially helped 
the whole Cotton Belt, I feel that any proposal to change it. should 
be treated with great caution and any change should be only after 
prolonged study and consideration on the part of all interests. in- 
volved. I respectfully ask the permission of this committee to sub- 
mit in detail at a later date our Arizona viewpoint on the matter. 

I appreciate your position, and if we cannot get our statement 
in in time for you to make vour determination, please do not wait. 

Mr. Garuincs. We will give you a few days. 

Mr. Francis. We will do our best, but if it should be late, I am 
sure you will not hold up your decision, sir. 

At the present time my feeling is that the proposal would. seriously 
hurt those Arizona growers who will be producing for the free market. 
It would do this by upsetting the foreign markets, and might indeed 
have a collateral effect of reducing prices to other growers through- 
out the Nation. 

Let us recall that for the last several years our export: volume has 
been one of feast and famine. We have had a large export demand 
one year, followed by a very light export demand the succeeding 
year, brought about by uncertainty as to the pricing policy of our 
Government on cotton exports. At any time that our foreign cus- 
tomers foresee a possible change in our export pricing policy, they 
buy from. hand to mouth, awaiting perhaps other changes and further 
possibilities of reduced prices. They do this instead of making ad- 
vance commitment for their needs.. And by holding back their pur- 
chases experience shows that they have been able to buy U.S. cotton 
at lower prices. 

Personally, it would seem to me that the best export program for 
all cottongrowers would be the one that is changed the least: and re- 
mains consistent, as all the cottongrowers of this Nation are affected 
pricewtse by our volume of exports. 

Mr. Garutncs. Thank you so much. 

Are there any questions ? 

Our next witness is Rudolph Miller, of El Centro, Calif. 


STATEMENT OF RUDOLPH MILLER, EL CENTRO, CALIF. 


Mr. Miurer. Mr. Chairman and gentlemen, I do not have a copy 
of my statement, it is just a short statement. 

My name is Rudolph Miller. IT am the manager of the Imperial 
County Cotton Growers, Imperial Valley, Calif. 
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I am, also, a small farmer and have grown cotton for a good many 
years. 

It is, indeed, an honor to again appear before the committee and 
to present the views of the growers of our area in this matter. Up. 
fortunately, we are not thoroughly versed in this principle, since 
we heard only about it a few days ago. 

One of the main pur poses of our association is to promote our cotton 
in the export trade. The foreign buyers of our cotton are takin 
samples from the bales, packing them in cardboard boxes, and they 
distribute these samples to the people in Europe and Asia, asking 
them to make their own tests, and if they like our cotton and it is 
suitable for their purposes, to purchase our cotton. 

This is a method of advertising, because we have found that we have 
a strong competitor in our neighbor to the south, Mexicali, Mexico, 
However, we felt that we have a cotton of a more uniform quality and 
that it could be competitive in the market. We know that this ad- 
vertising is successful, for in the last few years our cotton has sold 
strictly for export, and we are h: appy to say that if we use the Govern- 
ment loan program we use it as it is intended to be used, n: unely, to 
facilitate the orderly marketing of the product. 

The year 1959 was especi: ally successful. All of our “B” cotton 
sold from 100 to 390 points and all “A” cotton sold above the Com- 
modity Credit Corporation purchase price. 

However, please note that this price started 180 points below the 
Atlantic coast price. 

Imperial Valley cotton is delivered cheaper from the west coast. to 
Liverpool, because the farmers pay $9 per bale toward its freight. 

Thank you very much. 

Mr. Garuines. We are very glad to have you again before the com- 
mittee. T recall our visit our there to the Imperial Valley. 

We thank you. 

Mr. Mruver. Thank you. 

Mr. Garnuines. We are delighted to have had you here. 

Mr. Miniter. Thank you. 

Mr. Garuines. Our next witness is Mr. A. Kirby Sabin, Jr., of the 
Fresno Cotton Exchange. 


STATEMENT OF A. KIRBY SABIN, JR., REPRESENTING WESTERN 
COTTON SHIPPERS, FRESNO COTTON EXCHANGE, AND THE 
ARIZONA COTTON TRADERS’ ASSOCIATION 


Mr. Sarry. Mr. Chairman and members of the committee, I am 
A. Kirby Sabin, Jr., representing the Western Cotton Shipners, 
Fresno Cotton Exchange, and the Arizona Cotton Traders’ Asso- 
ciation. 

We strongly oppose the adjustment of export subsidies which give 
different rates at different ports as this adversely affects the western 
groups. 

The net result of the Government program has been to price not only 
southeastern cotton out of the market, but all unredeemed cotton from 
California as well as elsewhere. 

The comparison of on-the-farm prices and landed prices indicate 


clearly that the difference is reflected by interior freight deductions 
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against the farmer plus or minus minor ocean freight differences. One 
way to equ alize these would be to discontinue the interior freight dif- 
ferenti: als to farmers In various areas. 

It is not correct to claim that the interior freight differentials have 
been in effect over 20 years without objection. Western shippers and 
producers alike contended. from the beginning that their principal 
market was export and not domestic, and. if any deductions were to be 
made, one from the farm to the port would be more appropriate. 
These objections have been reiterated to no avail. 

Such shift in acreage that has come to pass has resulted from 
increased plantings in the West during infrequent periods when there 
were no allotments. The West has received credit in the statutes for 
the history thus made, and it is on this history that the present allot- 
ments are based. It had nothing to do with the Southeast farmer 
having but one buyer. It might be added that we have not heard any 
plea from the Southeast for lower supports, which is the only sound 
means of widening both their domestic and export markets. 

Some mere ‘hants handling exclusively western irrigated cotton have 
been in business almost 40 years and have had connections in the prin- 
cipal markets outside the United States for this same period of time. 
Business has been done in western growth cotton with the same people 
in L iverpool, Bremen, Barcelona, Fr: ance, Switzerland, Belgium, and 
Japan for 35 years or longer. This indicates that the West started 
planting cotton for consumption, both export and domestic and has 
carried on its business ever since. 

Western producers, furthermore, have for the past 30 years had a 
definite program to improve the quality of their cotton and to produce 
a fiber that the trade could afford to buy in competition with the U.S. 
Government. We think growers should be commended for this—not 
condemned. 

We believe the difficulty outlined is a direct result of the cotton 
program. From its inception many have felt that continued it would 
mean the end of the cotton business; witness the extremities in which 
the future exchanges find themselves. 

Now comes this plea by the Southeast shipper. The real cure for 
his trouble is a free market. This we feel must. be had if all aspects 
of the cotton business are to live. 

Mr. Gatruines. Thank you so much. 

Mr. Hacen. T have a question that I want to ask Mr. Sabin. 

It is my understanding that because the Secretary has not an- 
nounced the terms of the export subsidy, that sales are not being made 
that could be made. 

Mr. Santry. I am not in the export or in the domestic. I am a broker 
only in Fresno. It is my understanding, from my shipper friends all 
over the belt, that they will start offering cotton for sale for shipment 
next fall from our next crop, as soon as this announcement is made, 
as soon as they have the figures and know where we are going. 

Mr. Hacen. This is something that we can agree on, then that this 
announcement should be made quickly. The trade wants to know what 
the figures will be. 

Mr. Santn. They would like to be competitive in the world markets, 
whatever the Department comes up with. 
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Mr. Hacen. As I understand it, if this differential were instituted 
the people who would suffer, in terms of a lower price, would be the 
California-Arizona and west Texas growers ? 

Mr. Sasrn. That is correct. 

Mr. Haagen. In other words, the buyers would pass the subsidy 
reduction along to the growers in the price ¢ 

Mr. Sasrn. That is correct. 

Mr. Hacen. And you would not extend the markets for one more 
bale of Southeast cotton. 

Mr. Sapin. I do not see where it would help them. 

Mr. Hacen. The fact is that the purchases of their cotton would be 
the same. 

Mr. Sapin. That is right. 

Mr. Hagen. Meanwhile the growers on the farms of California 
and on the farms of west Texas, and in other areas adjacent, would 
be suffering a price reduction. 

Mr. Sasin. To be competitive, they would, yes. 

Mr. Hagen. Mr. Hirsch made a very able statement. He pointed 
out that in 1956 the Southeast exported 14 percent of their cotton, and 
the West only exported 11.4 percent. 

Mr. Sasin. That is right. 

Mr. Hacen. Do you agree with those figures? 

Mr. Saprn. Yes. 


Mr. Hacen. That does not reflect western domination of the export | 


market. 

Mr. Sapsin. I would not think so. This year the United States will 
export around 6 million, and I do not think that we will export 
600,000. 

Mr. Hacen. I notice in your statement an interesting statement. 
You say that the net result of the Government program has been to 
price not only southeastern cotton out of the market, but all unre- 
deemed cotton from California as well as elsewhere. 

Mr. Sasprn. Yes. The cotton that has been left in the Government, 
the unredeemed cotton has been left because it is mainly undesirable 
cotton, where the support price, in the first place, is too high. The 
difference should have been widened out so that the cotton would sell. 
That is our opinion inthe West. It is more or less undesirable cotton. 

Mr. Hacen. I want toask you another question. 

Has the Secretary the discretion to eliminate this freight 
differential ? 

Mr. Sapin. That I am not familiar with. I think that would have 
to go according to the law, it would have to go through the Congress, 
through the House, for a change. 

Mr. Hacen. I want to reemphasize the point you made that in your 
judgment this subsidy differential, if it were established, the sole net 
result would be a lower price to the California grower. 

Mr, Sasrn. That is correct. We would pay a different price for 
California cotton. 

Mr. Hacen. There is a lot of “B” cotton being grown in California 
on which you have 60 percent of parity support plans for this pro- 
duction are final. 

Mr. Sazrn. That is correct. We will produce 85 percent or better 
of California cotton for sale in the free market. 
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Mr. Hacen. And these plans have already been made ? 

Mr. Sazrn. That is correct. It will be produced and be in the free 
market. 

Mr. Garuines. What are your views with respect to the recent an- 
nouncement in which the Commodity Credit Corporation cotton for 
1959 and the years beyond would move, at 115 percent, that is, of the 
choice - wee ‘ice? 

Mr. Sasin. Mr, Chairman, I am not in that phase of the business, 
so I cannot answer that question. 

Mr. Garuines. What about the volume of business in the Fresno 
Exchange that would result because of this? 

Mr. Sasin. I do not think it will affect it, our business, because we 
will not have that. 

Mr. Garuincs. You do not think it will affect it at all under the 
class “A” and class “B” progr ams ? 

Mr. Sasin. Our program is going along fine this year. You see, we 
will not have 150,000 bales of ¢ ‘alifornia cotton left in the unredeemed 
cotton after this year. Iam not in that end of the business, however. 

Mr. Garuines. If there are no further questions, we thank you very 
much. 

The next witness on the list is Mr. J. Monroe Sullivan of Washing- 
ton, D.C. 

Is Mr. Sullivan present ? 

(No response. ) 

Mr. Garuincs. The next witness is Mr. Frank P. Biggs. 

You have heard all of this testimony pro and con. I understand 
that you have been in the Department and in the operation of this 
program for a number of years. 

How long have you been with the Department ? 


STATEMENT OF FRANK P. BIGGS, NEW ORLEANS, LA. 


Mr. Bices. ‘Twenty-five years. 

Mr. Garurnes. What is your position ? 

Mr. Bices. I am retired now. I was director of the New Orleans 
office, handled all of the cotton for sale and the shipment of all of the 
cotton that the Government handled. I retired the first of October. 

Mr. Gatuincs. What do you think about making cotton exports 
competitive at all of the ports / 

Mr. Bices. I do not think that it would help. I think that any 
change you make will complicate it just as badly on the other side. 
I think that you will have just as many inequalities, if you equalize 
the subsidy, as we have now, because as has been pointed out here 
today, you can get the cotton from California and Texas points to the 
southern points, and make money, and it will cost the Government 
more for subsidy to do that; in other words, you would be paying a 
high subsidy, and you would not ship another bale of cotton by 
equalizing it. You will export just as many bales under the present 
program as you will otherwise. 

I do not think that you will help the Southeast, that is, under this 
present idea. It might be that you could work out a plan with a lot 
of study that might help some, if you want to distribute the exports by 
the various organizations, but it seems to me that as long as vou export 
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the cotton, it is helping the cotton industry as a whole, regardless of 
where it is moved from. 

If you are going to export 8 million bales, what difference does it 
make where it moves from? You do not help yourself by just saying 
that you are going to move so many from here and so many from 
this pomt, and so many from that point. 

Mr. Garutnes. It will not increase the exports at all? 

Mr. Bices. Not a bale. It will increase the amount of subsidy that 
you would pay if you raised the subsidy high im the Southeast, be 

‘ause most of it goes through the southern ports. 

Of course, if you could cut the others down, why, it would not raise 

but if you put the southern rate high, higher than the aver age, 
ae your prevailing subsidy would go up because I think most of 
the cotton would go through those ports. 

1 would put every bale through the southern ports, if I exported 
cotton, where I could make even 25 or 30 cents a bale, and you can 
make more than that on practically every sale you make, every bale 
you ship. 

Mr. Garnines. Are there any questions 

If not, thank you very much, Mr. Biggs. We appreciate your ap- 
pearance C. 

Mr. Biees. Thank you. 

Mr. Garuines. Our next witness is Mr. Gordon MeCabe, vice presi- 
dent of the J. P. Stevens Co., Greenville, S.C. 

Is he here / 

(No response. ) 

Mr. Gvruines. Without objection, he will be permitted to place a 
statement in the record, if he so desires. 

I believe that those are all of the witnesses on the list with the ex- 
ception of the Director of the Cotton Division of the Department, 
Mr. Frank Marion Rhodes. Would you like to make a statement? 


STATEMENT OF F. MARION RHODES, DIRECTOR, COTTON DIVISION, 
COMMODITY STABILIZATION SERVICE, U.S. DEPARTMENT OF 
AGRICULTURE 


Mr. Ruopes. Mr. Chairman, the Department does not have a pre- 
pared statement. We were invited, I thought, to come and hear the 
testimony of the two opposing sides. Therefore, we have no state- 
ment as such. If anyone has any questions that they would like to 
ask we would be glad to try to answer them. 

Mr. Garnines. Thank you very much. 

Mr. Hacen. I would like to ask some questions. How soon do you 
anticipate that the announcement on the export subsidy will be made? 

Mr. Ruopes. This announcement is being held up at the request of 
the Congress. It would have been made last week had not we been 
requested to hold it up. 

Mr. Hacen. Delay is, in fact, interfering with cotton sales, is it not! 

Mr. Rtivopes. That is what we are told definitely. We have been 
told for 2 or 3 weeks that a number of inquiries have been coming in, 
particularly from Western European countries who buy our cotton 
many months in advance. Some sales I think actually are being made 


p- 


re- 
he 
fe- 
to 





COTTON EXPORT SUBSIDY PROGRAM 59 


without knowledge of what the subsidy rate is and without any other 
information. Some companies are making sales of Mexican cotton, 
with the right to substitute American cotton at their discretion. 

Mr. Hagen. Is it fair to say that if the delay continues it will 
damage the whole cotton industry / 

Mr. Ruopes. The sooner we announce it, the better for the 1960-61 
program. 

Mr. GATHINGs. When was the request made? 

Mr. Ruopes. It has just. been a few days. 

Mr. Hacen. Do you see complications, with this plan, even if you 
agreed with the pe licy of it 2 

Mr. Ruopes. I think it has been demonstrated here this afternoon 
that this is an extremely complicated problem. I could not agree that 
you can separate the location differentials in the price-support pro- 
gram from the subsidy as such. I think that the two are integral 
parts of the major program, and they would have to be considered as 
such if you started changing either one. We have had the same basic 
structure of our location differential since 1939. They were developed 
at that time to carry on normal trade practices which had been de- 
veloped prior to that time, and up until last year, to my knowledge, 
they had not been seriously questioned. 

This same problem was raised just about a year ago and discussed 
at some length. Then, of course, it was disposed of until just recently. 

Mr. Hagen. Does the Secretary have authority to abolish the dif- 
ferential ¢ 

Mr. Ruopes. That is a legal question, but I would answer it by 
saying that he is directed, 1 think, by the act to have appropriate 
differentials. He has a certain amount of leeway, but any determi- 
nation he makes would have to be made on the basis that they were 
reasonable—they would have to be reasonable determinations of 
appropriate differentials. 

Mr. Hagen. In the case of freight differentials, are they a dedue- 
tion from loan levels or an increment on top ? 

Mr. Ruopes. We determine the level of price supports. In 1960 
a producer who selects choice A program will receive 75 percent of 
parity. This figure is adjusted to Middling inch cotton,*and then 
you determine the average location differential. That is done by 
taking the amount of cotton produced in each area of the country in 
the past 5 years and calculating out an average for the country. I 
believe in 1959 that was 101 points. That 101 points is then added 
to the price support that you have determined. From that figure 
you back off freight charges clear across the country. If it is 20 
points, you take 20 points off of that for one section, and that is the 
rate for that particular section. 

You continue this process until it reaches California, where it is 
180 points off. 

Mr. Hacer. If I understand it, then, this is a device for adding 
to the basic price-support level ? 

Mr. Ruopes. It is for adjusting the basic price-support level. You 
take into consideration the freight differential across the United States. 

Mr. Hacen. You will agree, then, finally, that if the Department 
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were to seriously entertain the proposal, it would take a long time to 
develop ? 

Mr. Ruopes. It would take time. I would have to know more spe- 
cifically what the proposal involves. I think it is not clear. I think 
it has not clearly been brought out exactly what the proposal involves, 

Mr. Hacen. In the meantime, the delay will hurt the whole Ameri- 
can cotton industry ? 

Mr. Ruopes. In my opinion, it does. 

Mr. Gatruincs. That is a leading question, as you would know, if 
you were in a court of law. 

Is there anyone else who would like to make a statement? Does 
anvone else have anything to say, orally or otherwise ? 

The record has been made here today. I hope it can be compiled 
as expeditiously as possible to be turned over to Mr. Rhodes and his 
Denartment. 

Mr. Hacen. I have some communications that I seek permission 
to put in the record. 

Mr. Garnuines. Without objection, they will be made a part of the 
record at this point. 

(The telegrams follow :) 

OAKLAND INTERNATIONAL ATRPORT, CALIF., 
March 4, 1960. 
Congressman HARLAN HAGEN, 
House Office Building, Washington, D.C.: 

We understand gulf and southeastern shipper and port interests plan to seek 
cotton exnort subsidy differential in favor of export cotton moving through 
gulf and South Atlantic ports to detriment of California ports who historically 
have enjoyed at least parity. 

Hearing being held before Cotton Subcommittee of House Committee on Agri- 
culture, Tuesday, March 8, at 2 p.m. in the House Agriculture Committee room, 
Washington. 

Such a discriminatory differential would be most harmful to west coast ports 
and exporters; strongly urge you personally appear if possible before subcommit- 
tee in opposition; further information revarding this problem can be secured 
from John C. Reynolds, of Fresno, at Mayflower Hotel, Washington, representing 
Western Cotton Growers Association who is coordinating California cotton- 
growers opposition to the differential. 

D. W. Frost, 
Erecutive Director, Port of Oakland. 


BAKERSFIELD, CALIF., March 4, 1960. , 
Congressman HARLAN HAGEN, 
House Office Building, Washington, D.C.: 
We strongly recommend that the export subsidy on cotton be maintained at 
the same level for all locations. 
RAYMOND E. BLatr, 
Chairman, Cotton Department, California Farm Bureau Federation. 


Fresno, Cauir., Varch 8, 1960. 

Hon. HARLAN HAGEN, 
U.S. Representative for California, 
House Office Building, 
Washington, DC.: 

The San Joacnin Valley is one of the great cotton producing areas of the 
world. It currently produces almost one-seventh of all the cotton grown in the 
Nation. Because of its high quality it has long had a ready market in this 
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country and particularly abroad. _ These markets have been built up by many 
years work of cotton merchants, shippers, and growers. 

This whole structure which contributes over $350 million each year to the 
economy of California, and similar structures in other Western States are being 
threatened by a proposal of Atlantic coast ports to cut the export subsidy on 
western cotton. : 

These people are proposing that their export subsidy be maintained at the 
present rate but that ours be discriminatorily cut 25 percent below. 

Not only would this action penalize the cotton growers of California and the 
southwest Who are among the most efficient in the world, but it would also 
penalize the ports and shipping interests on the west coast. I urge that you 
oppose this discriminatory proposal by communicating with Marvin McLain, 
Assistant Secretary of Agriculture, and to the Committee on Agriculture of 
the House of Representatives which will hold a hearing Tuesday afternoon, 
March 8, Your assistance in this matter will be helpful to the entire economy 

» west coast. 
o— T. K. BEARD, 
President, Central Valley Empire Association, 
Post Office Box 368, Fresno, Calif. 


FRESNO, CALir., March 7, 1960. 
Congressman HARLAN HaGeEN of California, 
Washington, D.C.: 

You are asked to join with the western cotton industry and shipping interests 
in opposing the lowering of the export subsidy on western cotton as proposed 
by some Atlantic coast shipping groups. These people wish to cut our export 
subsidy of 8 cents a pound down to about 6 cents while they would keep theirs 
at the high rate. This discriminatory action would seriously injure the cotton 
industry and the ports of the West. We would appreciate your opposing any 
such action. The matter is currently under consideration by Marvin McLain, 
Assistant Secretary of Agriculture, and will be considered at a hearing in the 
Agricultural Committee of the House of Representatives Tuesday afternoon, 
March 8. Your cooperation will be much appreciated. 

JOHN ARTHUR REYNOLDS, 
Secretary, Southwest Five States Cotton Association, 
Post Office Box 368, Fresno. 


SAN FRANCISCO, CALIF., March 5, 1960. 
Hon. HARLAN F. HAGEN, 
House of Representatives, 
Washington, D.C.: 

U.S.-flag steamship lines serving Far East from California join with western 
cotton interests, as well as ports, terminals, exporters, etc., in enlisting your 
interested intervention and personal appearance in opposition at hearing Tues- 
day morning, March 8, where cotton subcommittee of House Agriculture Com- 
mittee will hold hearing requested by Atlantic cotton council representing South- 
east States cotton shippers. The purpose to get committee force Secretary of 
Agriculture reduce export subsidy on western cotton. Rumors are they want 
California and Arizona cotton export subsidy reduced as much as 2 cents per 
pound, or from 8 cents to 6 cents, which amounts to $10 per bale differential. 
This would drastically alter competitive pricing our cotton in Far East markets 
and, to some degree, in European markets. 

To reduce export subsidy for western cotton at export points and keep it 
Same as present on southeastern cotton violates long-standing uniform subsidy 
Which gives each producing area chance to compete in its natural markets. 
Would be unconscionable give market advantage in Far East to southern cotton 
and leave California and Arizona cotton holding the bag in their biggest export 
market. Gulf ports would get cotton now moving through west coast— 
about 1 million bales a year. Southern cotton already has price advantage in 
domestic mills as well as European mills and now they want to take away any 
slight advantage we enjoy in the Far East. 

Secretary of Agriculture has been opposed to this. We understand hearing 
presumably designed to pressure him. 
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Dixie Congressmen being enlisted to testify and we need counteracting effoy 


by western Congressmen. 
This is a hot issue in maritime and cotton districts in California and the preg; 


has been given the story for coverage Tuesday. 
Respectfully urge personal attention and appearance if feasible. Understs 


full details available from Congressman Hagen. 
RAvPH B. Dewey, 
President, Pacific American Steamship Association, 


Mr. Garurnes. If there is nothing further, we stand adjourned, 
(Whereupon, at 6:05 p.m., the subcommittee adjourned.) 
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